
OF THE UNITED STATES 

Entering A Nursing Home-- 
Costly Implications For Medicaid 
And The Elderly 

Medicaid has become the chief support of 
nursing home care for the chronically im- 
paired elderly. However, many of these re- 
cipients could have remained in their own 
homes or communities if long-term health 
and social services were available to them. 

Factors leading to premature or avoidable in- 
stitutional care include: 

--Medicaid eligibility policies which 
create financial incentives to use 
nursing homes rather than community 
services; 

--Barriers encountered by the elderly 
and their families who attempt to ob- 
tain community services; and 

--Medicaid assessment procedures for 
determining the elderly’s need for 
nursing home care. 

This report recommends to the Congress sev- 
eral changes to reduce avoidable nursing 
home use. . 
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CDMFTROLLER GENERAL Of THE UNITED STATES 

WASHINGTON. D.C. x064& 

B-164031(3) 

To the President of the Senate and the 
Speaker of the House of Representatives 

This report analyzes the impact of Medicaid policies and other factors 
on the decision to place the chronically impaired elderly in nursing homes 
when this level of long-term care is neither preferred nor necessary. 
Avoidable or premature institutional care is of critical concern because 
of its impact on the elderly and on Medicaid, which currently pays for 
nearly half of the nation's $15.7 billion nursing home bill. 

Copies of the report are being sent to the Director, Office of Manage- 
ment and Budget; the Secretary of Health, Education and Welfare; and the 
Chairmen of Congressional Committees which have primary responsibilities for 
matters concerning health and the aging. A 

Comptroller General 
of the United States 





COMPTROLLER GENERAL'S ENTERING A NURSING HOME-- 
REPORT TO THE CONGRESS COSTLY IMPLICATIONS FOR MEDICAID 

AND THE ELDERLY 

DIGEST ----_- 

Medicaid is the chief support for the long- 
term care of the chronically impaired elderly 
in nursing homes. In FY 1978 it financed, 
at a cost of $7.2 billion, 46 percent of the 
total national nursinghome bill. Individ- 
uals paid 45.6 percent of the bill out-of- 
pocket while other private funds paid 1.4 
percent and other public funds paid 7.1 
percent. Medicaid costs for nursing home 
care are expected to increase to $9.5 
billion by 1984. --- 

A widely recognized problem with Medicaid's 
extensive support is that many elderly (who 
represent 86 percent of the nursing home 
population) neither need nor prefer nursing 
home care. Generally, admission to a nurs- 
ing home is regarded as avoidable for those 
residents who could have remained in the 
community if the necessary long-term care 
services had been available. 

Three issues contribute to the nursing home 
placement of the chronically impaired elderly 
even when community-based long-term care is 
preferred and appropriate: 

--Medicaid's eligibility policies which 
create financial incentives to use nurs-, 
ing homes rather than community services, 

--Barriers encountered by the elderly and 
their families who attempt to obtain com- 
munity services, 

--Medicaid assessment,procedures for deter- 
mining the elderly's need for nursing home 
care. 
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Medicaid's Long-Term Care Benefits 

Medicaid's eligibility policies and benefit 
packages create a financial incentive to 
care for the chronically impaired elderly 
in nursing homes because: 

--Medicaid, Medicare and other public pro- 
grams provide little or no financial 
coverage for long-term care services in 
the community: 

--Medicaid, at the same time, offers full 
or partial coverage for long-term care 
in a nursing home. 

Medicaid programs vary widely throughout 
the country because each State has consid- 
erable discretion, within broad Federal 
guidelines, in setting eligibility stand- 
ards, benefit packages and reimbursement 
rates for its plan. Most States have 
placed restrictions on community-based 
Medicaid services as a means of contain- 
ing costs. (See pp. 16-23.) 

Medicare, the Federal health insurance 
program covering the majority of the 
elderly, is designed primarily to relieve 
beneficiaries of a large portion of their 
medical bills associated with hospitali- 
zation and surgery. It provides less 
coverage for long-term care services and 
is, therefore, of limited benefit in meet- 
ing chronic needs. In addition, many poor 
elderly do not use their Medicare benefits 
because they cannot afford to pay the 
copayments and deductibles, yet they are 
ineligible for Medicaid. (See pp. 23-29.) 

For many chronically impaired elderly, the 
only adequate source of financial assist- 
ance for long-term care is Medicaid's nurs- 
ing home benefit: 

--The Medicaid eligible elderly who cannot 
obtain community services because of re- 
strictive State benefit packages receive 
full long-term care coverage under Medi- 
caid if they enter a nursing home. 
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--The elderly poor who are ineligible for 
Medicaid in the community but cannot 
afford to purchase the long-term care 
services they need may become eligible 
for Medicaid if they enter a nursing 
home because the State has a different 
income standard for nursing home 
residents. 

--The elderly not eligible for Medicaid 
outside of a nursing home mav also: 
1) transfer their assets to relatives 
and become eligible for Medicaid cover- 
age of nursing home care, or 2) enter a 
nursing home, deplete their resources 
on costly bills, and become eligible for 
Medicaid's nursing home benefit. (See 
pp. 29-33.) 

An increasing proportion of all Medicaid 
nursing home residents convert from private 
pay to Medicaid after depleting their re- 
sources in the nursing home. In 1978, two- 
thirds of the Medicaid nursing home resi- 
dents who converted to Medicaid in one 
county in New York had been private pay 
patients a year or less. A major number 
of nursing home residents whose care is 
paid for bv Medicaid were, in most cases, 
ineligible to participate in the program 
outside of a nursing home. (See pp. 33- 
44.) 

The lack of adequate financial assistance 
for community long-term care services has 
a detrimental impact on the elderly who do 
not want to enter a nursing home and on 
their families. Families are often the key 
factor in preventing nursing home admission 
because they provide the vast majority of 
long-term care to the elderly. Since they 
receive little or no financial or social 
assistance from Medicaid or other public 
programs, they may experience severe fi- 
nancial and psychological strain. Fre- 
quently, the only way families can obtain 
relief is to place their elderly relatives 
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in a nursing home where Medicaid will 
often assume the financial burden. (See 
PP* 43-53.) 

Difficulties in Obtaining Community ------ -vr---- e---e 
Long-Term Services Care - --__-- 

In addition to inadequate financial 
resources, other factors discourage or 
prevent the chronically impaired elderly 
and their families from obtaining community- 
based long-term care services. These fac- 
tors include: 

--a lack of information about noninstitu- 
tional long-term care options; 

--the fragmentation and problems in coordi- 
nation among public and private community 
service providers; 

--varying eligibility requirements for serv- 
ices: 

--the tendency of professionals to recommend 
nursing home placement because they do not 
have the expertise and time to arrange for 
community care; and 

--the lack of essential community services. 
(See ch. 3.) 

Medicaid's Assessment and --- 
Placement Mechanisms -- 

Because the long-term care needs of the 
chronically impaired elderly are often com- 
plex, assessment procedures are required to 
identify whether institutional or community- 
based services are more suitable. The most 
appropriate long-term care decisions are 
made on the basis,of an assessment of the 
individual's medical, psychosocial, finan- 
cial, and housing needs, and the family's 
willingness and ability to provide care. 
(See pp. 88-96.) 
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Medicaid's current assessment procedures 
have not been adequate in preventing 
avoidable admissions because: 

--Most of the reviews occur after admis- 
sion when it is difficult to discharge 
the resident to the community. 

--The two preadmission reviews focus pri- 
marily on medical conditions. They do 
not provide information on other factors 
which are critical in determining the 
most suitable long-term care placement. 
(See pp. 96-103.) 

If comprehensive preadmission screening 
procedures were carried out for all Medi- 
caid eligible nursing home applicants, 
Medicaid still would not be able to eli- 
minate its support for avoidable care 
because many Medicaid residents are ini- 
tially admitted as private pay patients. 
Because nursinq homes can charge private 
pay residents a higher rate than the Medi- 
caid reimbursement rate. private pav appli- 
cants generally are admitted over Medicaid 
applicants regardless of who has the most 
critical need for care. Once private pay 
residents apply for Medicaid coverage, it 
is unlikely that it would be denied because 
they now lack sufficient resources to re- 
turn to the community. Due to the nursing 
home industry's preference for private pay 
applicants, Medicaid, and in some areas, 
Medicare applicants wait a long time in 
the community and in acute care hospitals 
for a nursing home bed. The backup of 
public pay nursing home applicants in acute 
hospital beds is a costly and growing prob- 
lem. (See pp. 103-112.) 

The excess demand for nursing home care, as 
shown in long waiting'lists, may reflect a 
real shortage of beds in some areas. How- 
ever, in many communities it is the result, 
instead, of a lack of in-home and community- 
based care and the financing to pay for it. 
Overbuilding of hospital beds and the 
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growing backup of nursing home applicants 
in hospitals has led in recent years to a 
push to convert some of these beds to long- 
term care. Yet, problems in the current 
use of nursing homes coupled with the lack 
of adequate information have meant there 
are insufficient data to identify accurately 
the number of beds needed. (See pp. 112- 
113.) 

State and Local Projects 

State and local long-term care demonstration 
projects have indicated that several project 
elements are needed to offset the causes of 
preventable nursing home use and spiralling 
Medicaid costs. These elements are: 1) a 
gatekeeping mechanism, 2) a comprehensive needs 
assessment, 3) a coordinating mechanism, 4) a 
funding source, and 5) controls over cost and 
utilization. Five State and local long-term 
care projects which are testing these ele- 
ments are reviewed. (See pp. 123-147.) 

The success of State and local projects in 
reducing avoidable institutional care is 
hindered by serious obstacles, including: 

--Fragmentation and limitations in current 
funding sources for long-term care, and 

--Lack of control over private pay nursing 
home admissions. (See pp. 147-152.) 

Recommendations to the Congress 

Because of the strong Congressional interest 
expressed in recent years for legislative 
recommendations concerning all aspects of 
the delivery of home health and other in- 
home services, GAO proposes the following 
approach aimed at providing the elderly 
with a viable option to nursing home care, 
increasing the choices older people have 
when they need long-term care, and assuring 
that Medicaid expenditures for avoidable 
nursing home care are minimized. 
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The proposed approach includes establishing 
a Preadmission Screening Program with the 
following components: 

--Comprehensive needs assessments for all 
applicants to nursing homes, 

--Assistance in planninq and obtaininq ser- 
vices to help individuals stay in the 
community, 

--Coordination and monitoring of community 
care, 

--Payment for services outside a nursing 
home, and 

--Control over costs and utilization. (See 
pp. 162-163.) 

The Preadmission Screening Program could be 
located in HEW with responsibility assigned 
to public health departments at the State 
and local levels. Data obtained from the 
needs assessments should be used in develop- 
ing a more reliable basis for projecting 
nursing home bed needs. (See pp. 163-164.) 

This approach has been developed to focus 
on those individuals who would be directly 
admitted to a nursing home if they did not 
receive supportive in-home or community- 
based services. Controls on costs for each 
individual served could be maintained at 
the comparable level of expenditures for 
nursing home care. Total program costs, 
however, are unknown because of the lack 
of information on the number of individuals 
who would participate in the program and 
the duration of this participation. 

Because of these unknqwn costs, the Congress 
may want to consider implementing this 
approach as a community-wide long-term 
demonstration project in several areas to 
obtain more concrete information on costs, 
people who could be served, service uti- 
lization, and systemwide effects. 
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AGENCY COMMENTS 

The Department of Health, Education and 
Welfare had no disagreement with the re- 
port's findings or conclusions. In their 
response they noted that "no issue is of 
greater interest and concern to HEW's 
Health Care Financing Administration (HCFA) 
at this time.” HEW concurred with some of 
the recommendations or agreed to consider 
them in a long-term care demonstration proj- 
ect. (See apps. I and II.) 
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CHARTER 1 -- 

INTRODUCTION ---- 

Medicaid, authorized by Title XIX of the Social Security 
Act, is a Federal/State program in which the Federal Govern- 
ment currently pays for 50 to 78 percent of State costs of 
providing health services to the poor. A/ The program's pur- 
pose, as stated in the 1965 legislation, was to enable States, 
"as far as practicable under the conditions in such State," 
to furnish "medical assistance on behalf of families with 
dependent children and of aged, blind, or permanently and 
totally disabled individuals, whose income and resources are 
insufficient to meet the costs of necessary medical ser- 
vices." 2/ Another objective was to assist recipients to 
"attain or retain capability for independence or self-care" 
through the provision of rehabilitation and other 
services. s/ 

When it was created, Medicaid substituted a single 
program of medical assistance for an ongoing, yet more 
limited system of vendor payments. The Department of Health, 
Education and Welfare estimated that if all States fully 
adopted the provisions in the new legislation, Medicaid would 
increase Federal expenditures in 1966 by $238 million over 
the $1.3 billion cost of the vendor payment program. The 
error in this initial cost estimate was evident after only 
a few years. Expenditures in FY 1968, with 37 States operat- 
ing Medicaid programs, were $3.5 billion: 4,' in FY 1978 they 
increased to $18.6 billion. 5,' Categorized as the "sleeper" 
of the Social Security Amendments of 1965, Medicaid today is 
an extensive and costly program. 

NURSING HOME COSTS AND -- 
UTILIZATION HAVE A 
SIGNIFICANT IMPACT 0~ MEDICAID -------- 

One of the primary factors which explain the expense 
of Medicaid is the program's coverage of nursing home care. 
Davis and Schoen cite "the high cost of institutionalization 
for an impoverished elderly and disabled population that is 
unable to meet the demands of daily living without nursing 
assistance" for a major source of the cost increase. a/ 
These costs consumed nearly 41 cents of each Medicaid 
in FY 1978 or a total of $7.6 billion. 7/ By FY 1984 
ments are expected to increase to over $9.5 billion. 



Medicaid's funding of nursing home care involves several 
complex issues. Nursing home costs dominate Medicaid expen- 
ditures as more money is spent on this care than on any other 
medical service. However, only 6 percent of those who re- 
ceived any service under Medicaid in FY 1976 used nursing 
home services. z/ Medicaid has also become the predominant 
payer nationally of nursing home care. In 1976, approximately 
60 percent of all days spent in nursing homes were financed 
either totally or in part by Medicaid. g/ 

Finally, payments are being made for some nursing home 
patients who would have preferred and could have remained in 
a more independent setting if necessary supportive services 
had been available. Medicaid funding of community-based serv- 
ices (e.g., home health care), however, was 1 percent of 
total expenditures in FY 1978. II/ - 

Medicaid has become the 
major payer of nursing home care 

The impact of Medicaid's nursing home coverage on its 
budget has been profound. While only a small percentage of 
all Medicaid recipients are in nursing homes, its high costs 
make it the service requiring the largest expenditures. As 
shown in figure 1, in FY 1978, 74 percent of the States (37) 
spent 40 percent or more of their total Medicaid expenditures 
(Federal and State) on nursing home care: in 19 States at 
least half of their budgets went for these services. 12/ 
These figures underestimate all Medicaid expendituresfor 
patient care in nursing homes because they do not include 
the cost of physician services, drugs, medical equipment, and 
other medical services which are also reimbursable for pa- 
tients in nursing homes. 

Medicaid's role in financing nursing home services 
nationally is significant because it spends more on this 
care and supports more individuals in nursing homes than any 
other public or private source. Thirteen percent of nursing 
home residents (97,000) in 1969 used Medicaid funds as their 
primary source of payment; 13,' by 1977 this had increased to 
48 percent of all residents(623,300). 14,' During this same 
period there were declines in the propozion of residents 
using Medicare, their own income, or other public assistance 
or welfare as the primary' source of payment. Most of the 
decrease in the number of residents supported by "other pub- 
lic assistance or welfare" resulted from the transfer of 
intermediate care facility services from cash assistance 
programs to the Medicaid program on January 1, 1972. These 
changes are shown in figure 2. 
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1 Figure --- 

_Nursing Home Expenditures 
As a Percentage of Total Medicaid -1 

Expenditures by State, FY 1978 (note a) - 

South Dakota 
Minnesota 
Alaska 
New Hampshire 
Colorado 
Wyoming 
Iowa 
Texas 
Nebraska 
Wisconsin 
Idaho 
Arkansas 
Montana 
North Dakota 
Connecticut 
Indiana 
Oklahoma 
Utah 
Nevada 
Oregon 
Maine 
Pennsylvania 
Louisiana 
Virginia 
Tennessee 

67.8 Alabama 45.8 
64.2 Vermont 45.2 
63.2 Georgia 44.7 
62.2 South Carolina 44.6 
60.5 New York 44.3 
60.5 Kansas 44.2 
58.1 Hawaii 43.8 
58.1 Rhode Island 43.3 
57.8 Kentucky 41.7 
56.9 Mississippi 41.1 
56.7 Florida 40.3 
55.5 Ohio 40.0 
54.0 North Carolina 39.8 
53.8 Delaware 39.7 
53.1 Michigan 39.3 
53.1 Missouri 38.8 
52.8 Massachusetts 38.7 
52.5 Washington 38.4 
51.0 New Jersey 36.4 
48.9 Maryland 34.3 
48.4 New Mexico 31.3 
47.6 Illinois 29.5 
47.0 California 23.9 
46.3 West Virginia 22.5 
46.0 District of Columbia 13.1 

a/Arizona does not have a Medicaid program. Guam, Puerto 
Rico and the Virgin Islands are not included. 

Source: Health Care Financing Administration, Medicaid 
Statistics Fiscal Year 1978, DHEW Publication No. 
(HCFA) 78-03154, Research Report B-5 (FY 78) (Pre- 
liminary), June 1979, Table E. 
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Flqure 2 

Percentage Distribution of Nursing Home 

Residents by Primary Source of Payment 

1969 ?/ 1977 L!/ 

ASSISTANCE 

FAMILY SUPPORT 
ALL OTHER 

SOURCES 

A.!./ 
OTHER PUBLIC 

ASSISTANCE OR WELFARE 

6.4 

a/ DHEW. National Center for Health Statistics, Charges for Care and Sources of Payment for Residents 
In Nursin Homes, Series 13, Number 32, August 1973.April 1974, (DHEW Publication NO. fPHS1791783). 
iT-z+-- Data adfusted to exclude residents of personal care homes). 

-v DHEW, National Center for Health Statistics, The National Nursinq Home Survey: 1977 Summary for 
the United States, Series 13, No. 43, (DHEW Publication No. (PHS) 793%4), July 1979, p. 99. 

9 Most of the increase in residents supported by Medrcaid resulted from the transfer of intermediate care 
facrhty services from “other public assistance or welfare” to the Medicaid program on January 1, 1972. 

dJ This segment includes religious organizatibns, foundations, volunteer agencies, Veterans Adminrstration 
contract, initial payment-life funds, and other sources or no charge. 
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Total national expenditures for nursing home care more 
than doubled between 1974 and 1978. The two major sources 
of these expenditures are Medicaid funds and individuals' 
out-of-pocket payments. Of the 1978 total national nursing 
home bill of $15.751 billion, Medicaid paid 46 percent 
($7.246 billion) and individuals paid 45.6 percent ($7.179 
billion); other public funds (Medicare, Veterans Administra- 
tion and others) paid 7.1 percent ($1.112 billion) and 
other private funds (private health insurance, philanthropy) 
paid 1.4 percent ($214 million). 15/ Figure 3 shows a break- 
down of these sources. At the national level there is 
limited control over the increase in Medicaid expenditures 
for nursing home care because the Federal Government is 
required to match whatever the States spend on this service. 

Medicaid is supportinq predominantly 
elderly residents in nursing homes - 

Along with rising outlays for nursing home care there 
has been a corresponding rise in the number of individuals 
using these institutions. The National Nursing Home (NNH) 
survey shows that there were about 1,303,100 residents in 
18,900 homes in 1977, a 21 percent increase over the 
1,075,800 residents in the 1973-74 survey. 16/ The number 
of nursing home beds has also increased from1,177,300 in 
1973-74 17,' to 1,402,400 in 1977. 18/ - - 

As shown in table 1, 86 percent of the nursing home 
residents in 1977 were elderly: 19/ - 

Table 1 

Aqe Distribution of Nursing Home Residents -- 

Nursing home residents 
(1977 NNH survey) Number Percent -- 

Under 65 Years 177,100 13.6 
65-74 Years 211,400 16.2 
75-84 Years 464,700 35.7 
85 Years and Over 449,900 34.5 -- -- 

Total 1*,303,100 100.0 



Frgure 3 

Proportion of Nursing Home Expenditures by Source of Payment, 

Total Nursing Home Fiscal Years 1974 - 1978 
Expenditures (in Billions! 

16.0’ 

15.0. 
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s5.907 
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56.241 

(46.7%) 

.s7.179 
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S7.246 
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t978 

a] Unpublished data obtained from DHEW, Health Care Financing Administration, Office of Research, 
Demonstrations and Statistics, Washington, D.C. 

b] DHEW, Health Care Financing Administration, Health Care Financing Review, Summer 1979. pp. 26 28. 

cl Other sources of payment: Medicare, Veterans Administration and State and local payments, prrvate 
health insurance, philanthropy and Industrial inplant services. 

d] Numbers do not add due to rounding. 
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The proportion of elderly who are using nursing home services 
has grown from 2.3 percent of all elderly in 1960 20,' to 
5 percent in 1977. 21/ However, these data underrepresent the 
actual number of elderly admissions. Because the NNH survey 
is based on a sample of residents in nursing homes on a par- 
ticular day, it undercounts total utilization during a year's 
period. It is estimated that 20 to 25 percent of the elderly 
population will spend some time in a nursing home even though 
only 5 percent are residents on a given day. 22/ - 

The fact that the elderly are the predominant users of 
nursing homes is also reflected in the distribution of ex- 
penditures by age group for this care. Of total FY 1977 
expenditures for nursing home services, 2.7 percent was 
spent for individuals under 19, 13.8 percent for the age 
group 19 to 64, and 83.5 percent was spent for the 65 and 
older age group. 23/ The elderly are also the primary 
users of Medicaid-supported nursing home care. In FY 1975, 
79.1 percent of Medicaid expenditures for skilled nursing 
home facility (SNF) services and 67.2 percent of expendi- 
tures for intermediate care facility (ICF) services were 
spent on elderly recipients who were 65 or older. 24/* - 

* Medicaid pays for intermediate care facility services 
and skilled nursing facility services which are defined as 
follows: 

--Skilled nursing facility services are services which 
are required to be given an individual who needs or 
needed on a daily basis skilled nursing care (pro- 
vided directly by or requiring the supervision of 
skilled nursing personnel) or other skilled rehabili- 
tation services which as a practical matter can only 
be provided in a skilled nursing facility on an in- 
patient basis. 

--Intermediate care facility means an institution which 
is licensed under State law to provide, on a regular 
basis, health-related care and services to individuals 
who do not require the degree of care and treatment 
which a hospital or skilled nursing facility is 
designed to provide, but who because of their mental 
or physical condition require care and services 
(above the level of room and board) which can be 
made available to them only through institutional 
facilities. 25/ - 
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AVOIDABLE INSTITUTIONALIZATION IS COSTLY 
IN HUMAN AND FINANCIAL TERMS - 

- 
a------ 

A critical problem with the elderly's use of nursing 
homes is that many admissions could have been avoided or 
were unnecessary. Lawton, in a review of research on utili- 
zation, estimated that between 10 and 18 percent of the in- 
stitutionalized older persons surveyed could live in the 
community if appropriate support services were available. 26/ 
Baltay assessed 14 studies of appropriateness of placement- 
in nursing homes and estimated that 10 to 20 percent of 
skilled nursing facility patients and 20 to 40 percent of 
intermediate care facility patients were receiving unneces- 
sarily high levels of care. 27/ - 

Placing elderly persons in nursing homes when they have 
the potential to remain in the community is problematic 
because: 

--It is contrary to the wishes of most elderly and 
their families. 

--Individuals may be provided a more intensive level of 
care than actually needed. 

--It absorbs a costly outlay of public and private funds 
and is an inefficient use of this service. 

Elderly prefer their own 
homes to institutional care 

The elderly, when confronted with a need for long-term 
health and social services as a result of impairments and 
functional limitations, usually prefer to receive this care 
in their own homes rather than entering a nursing home. 
Brody defines long-term care as referring to 

"One or more services provided on a sustained basis 
to enable individuals whose functional capacities 
are chronically impaired to be maintained at their 
maximum levels of psychological, physical, and 
social well-being. The recipients of services can 
reside anywhere along a continuum from their own 
homes to any type of institutional facility." 28/ - 

A Florida survey of elderly individuals with chronic health 
problems living in the community and in nursing homes found 
that regardless of their place of residence, 85 percent of 
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the sampled "dependent but mentally intact elderly" pre- 
ferred their own homes to institutional care. 29J 

In another study, Noelker and Hare1 (1978) interviewed 
125 ambulatory aged residents who were selected from self- 
care floors in 14 nursing homes and homes for the aged. 
Almost half (46 percent) expressed a desire to live else- 
where while 54 percent stated they would prefer to remain 
in their respective institutions. When residents were ques- 
tioned about their reasons for wanting to live elsewhere, 
they responded that they preferred to live in their own 
homes or with a friend or that they sought more independence 
in their physical and social activities. Only 12 percent 
(6) desired to live elsewhere because of their dissatisfac- 
tion with the facility in which they lived. 30/ - 

In addition to fearing a loss of independence, many 
elderly resist nursing home placement because it often means 
they must give up their lifelong possessions and sever their 
community ties; others perceive institutionalization as a 
prelude to death. 

Some individuals are admitted to nursinq 
homes when they have the potential 
to receive care in a settinq 
offerinq qreater independence 

Institutionalization is considered appropriate or neces- 
sary "when medical or physical needs are so great that the 
provision of services throughout a 24-hour period is essen- 
tial." 31/ Another definition adds that the determining fac- 
tor in nursing home placement should be a severely or irre- 
versibly impaired physical or mental condition which requires 
constant medical monitoring. 32/ Medicaid authorizes payment 
for nursing home care for individuals if the physician cer- 
tifies that it is medically necessary. 

Some individuals are admitted to a nursing home, 
however, not because of their need for medical and nursing 
home care or their level of impairment but because of insuf- 
ficient economic and social resources in the community. A 
recent survey, for example, looked at chronically ill elderly 
residents of public and private nursing homes and community 
residents served by a home health agency. After comparing 
residents by their ability to perform varying functions, 
such as dressing, eating, and bathing, the study found that 
the nursing home and community populations had similar 
impairment levels which ranged from moderately to totally 
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impaired. The critical variable which explained why these 
individuals were residing in different settings (nursing 
home or home) was not level of functioning ability but 
living arrangement and the presence of a caring unit 
(primarily in the form of living with spouse and/or 
children. ) 33,’ - 

Many elderly, even those with severe disabilities, 
could appropriately receive long-term care services in their 
own homes or in congregate settings other than nursing homes. 
A Texas study concluded that a large elderly population was 
being supported in nursing homes when in fact their basic re- 
quirement was for nonmedical supervision and management. 34/ 
A survey by the Virginia State Department of Health in 1976 
reported that as many as 25 percent of the applicants for 
Medicaid covered nursing home care in Richmond could have 
been cared for using community-based services (if avail- 
able). 35/ The elderly who are placed in nursing homes, not 
becausethey need this level of care, but because of a lack 
of social and economic supports, are deprived of an oppor- 
tunity to obtain care in a setting which offers maximum 
reliance on individual potential and resources. 

High cost and inefficient 
use of nursing home care 

Nursing home admissions which could have been avoided 
or deferred result in a substantial commitment of public 
and private resources. In FY 1977, 43 percent of the 
$10.536 billion spent on the elderly for nursing home care 
was paid by private sources. Eecause most of these payments 
were met out of personal resources rather than by private 
health insurance or philanthropy, nursing home costs have 
become the primary source of catastrophic expense for the 
elderly. 

In addition to high costs, individuals who are in 
nursing home beds when they could have been cared for in 
another setting are using a resource which is often more 
critically needed by other elderly. In many areas of the 
country there exists a chronic excess demand for nursing 
home care (specifically subsidized care). As a result, 
individuals may wait long, periods in the community or in 
more costly acute care hospital beds for admission to a 
nursing home. 
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PROBLEMS IN THE NURSING HOME --- 
ADMISSIONS PmRmT 
AVT~Y~Z%LE INZTITUTI~NALIZATION --------- 

Medicaid is directly affected by avoidable nursing home 
placements. Payment for this care is not only costly but 
it represents services to individuals which do not promote 
maximum independence or self-care--a program objective. 
Medicaid has, therefore, a direct stake in the remedying of 
any factors which lead to avoidable or premature use of nurs- 
ing home care. 

Problems in the process of admission to a nursing 
home --in how individuals end up as patients in these 
facilities-- result in avoidable institutionalization. The 
objective of this study is to examine this process, parti- 
cularly in respect to the effect Medicaid and other public 
policies have on the decisions of the elderly and their 
families to use nursing home care when community-based serv- 
ices would have been appropriate. 36/ We analyzed three 
areas which impact on the admissions process: 

1. Medicaid eligibility policies for individuals 
using institutional and noninstitutional services. 

2. Factors which discourage or prevent the elderly 
from obtaining community long-term care services 
in lieu of nursing home care, and 

3. Medicaid’s screening and assessment procedures for 
nursing home applicants. 

These topics are addressed in chapters 2 through 4. Chapter 
5 discusses State and local efforts to counteract problems 
in the admissions process which lead to premature or avoid- 
able placements and chapter 6 presents conclusions and 
recommendations. 

In conducting this study we reviewed a large volume of 
literature on Medicaid and the elderly’s use of institutional 
and community-based care services. We interviewed knowledge- 
able individuals in the Federal and State governments, in 
private social service and health organizations, and in aca- 
demic institutions. We also analyzed data on nursing home 
residents and their relatives collected by the U.S. Bureau of 
the Census as part of the 1976 Survey of Institutionalized 
Persons (SIP). 
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NOTES --- 

L/Medicaid was established by the Social Security Amendments 
of 1965 (Public Law 89-97) and became effective on Jan- 
uary 1, 1966. Federal financial participation is deter- 
mined by the formula prescribed in section 1905 (42 U.S.C. 
S 1396b(d)) which authorizes payments of up to 83 percent 
of State costs. 

z/Public Law 89-97, Section 1901. 

3/ibid. -- 

s/Institute for Medicaid Management, Data on the Medicaid 
Program: Eligibility/Services/Expenditures, Fiscal Years 
1966-78, DHEW, Washington, D.C., 1978, p. 25. Expendi- 
Efor 1968 for Medicaid and Kerr-Mills and related 
programs have been combined. 

Z/Health Care Financing Administration, Medicaid Statistics 
Fiscal Year 1978, DHEW Publication No. (HCFA) 78-03154, -- 
Research Report E-5 (FY 78) (Preliminary), June 1979, 
Table E. 

d/Karen Davis and Cathy Schoen, Health and the War on 
Poverty - a Ten Year Appraisal: Eroomngs Institution, 
Washington, D.C., 1978, pp. 57, 60. Davis and Schoen 
also identified two other factors which contributed to 
high Medicaid costs: the increase in the number of 
Medicaid recipients covered under the Aid to Families 
with Dependent Children (AFDC) program, and the rise in 
medical care prices. 

?/Health Care Financing Administration, Medicaid Statistics 
Fiscal Year 1978, Fig. 1. In FY 1978, 41.9 percent of 
Medicaid expenditures went to nursing home services fol- 
lowed by: inpatient hospital care (27.7 percent), other 
services (13.4 percent), physician services (8.8 percent), 
prescribed drugs (6.0 percent), dental care (2.1 percent). 

g/Testimony of Robert A. Derzon, Administrator, Health Care 
Financing Administration, DHEW, before the Select Commit- 
tee on Population, House of Representatives, June 1, 1978, 
pp. 5-6. 
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x/Health Care Financing Administration, Medicaid State 
Tables FY 1976 Recipients, Payments and Services, United 
States Department of Health, Education and Welfare, U.S. 
Government Printing Office, 1979, p. 11. 

lo/National Center for Health Statistics, The National - 
Nursinq Home Survey: 1977 Summary for the United States, 
Vital and Health Statistics, Series 13, No. 43, DHEW 
Publication No. (PHS) 79-1794, July 1979, pp. g-10. 

ll/Health Care Financing Administration, Medicaid Statistics - 
Fiscal Year 1978, Table 7. 

12/ibid. Table 8. -- Medicaid costs are shared by the Federal 
and State Governments. The Federal share ranges from 50 
percent in States with high per capita income to 78 per- 
cent in Mississippi, the State with the lowest. 

13/National Center for Health Statistics, "Charges for Care - 
and Sources of Payment for Residents in Nursing Homes," 
U.S. National Nursing Home Survey, August 1973 - April 
1974, Vital and Health Statistics, Series 13, No. 32, 
DHEW, (GPO), November 1977, pp. 22-23. 

14/National Center for Health Statistics, The National - 
Nursinq Home Survey: 1977 Summary for the United States, 
p. 99. 

15/Robert M. Gibson, - "National Health Expenditures, 1978," 
Health Care Financing Review, Vol. 1 Issue 1, Summer 1979, 
p. 26. 

16/National Center for Health Statistics, The National Nursing - 
Home Survey: 1977 Summary for the United States, p. 8. 
An earlier NCHS report notes that the increase in nursing 
home residents is slightly exaggerated because nursing and 
personal care facilities are included in the 1977 NNH sur- 
vey while only facilities providing some level of nursing 
care were included in the 1973-74 survey. See NCHS, "A 
Comparison of Nursing Home Residents and Discharges from 
the 1977 National Nursing Home Survey; United States," 
Advance Data from Vital and Health Statistics, No. 29, 
Public Health Service, Hyattsville, Maryland, May 17, 
1978, p. 2. 
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17/NCHS, - "Utilization of Nursing Homes, United States: Na- 
tional Nursing Home Survey, August 1973 - April 1974," 
Vital and Health Statistics Series 13, No. 28, Department 
of Health, Education and Welfare, July 1977, p. 3. 

18/NCHS, The National Nursing Home Survey: 1977 Summary for - 
the United States, p. 8. 

19/ibid., p. 43. -- 

20/William Scanlon, Elaine Difederico, Margaret Stassen, - 
Long-Term Care Current Experience and Framework for 
Analysis, The Urban Institute, Washington, D.C., 
February 1979, p. 3. 

21/National Center for Health Statistics, The National Nurs- - 
ing Home Survey: 1977 Summary for the United States, p. 28. 
Several factors have been cited to explain the increase in 
nursing home beds and utilization. Brody lists the follow- 
ing as important: the increase in the elderly population: 
Federal funds to pay for care (Medicare, Medicaid, Social 
Security and Kerr-Mills --the forerunner to Medicaid), 
Federal grants and loans to build and rehabilitate facili- 
ties; and a national thrust to deinstitutionalize elderly 
mental patients from State hospitals to the community. 
Elaine M. Brody, "The Formal Support Network: Congregate 
Treatment Setting for Residents with Senescent Brain Dys- 
function," paper presented at Conference on the Clinical 
Aspects of Alzheimer's Disease and Senile Dementia, 
Bethesda, Maryland, December 1978, p. 8. 

22/Burton D. Dunlop, Need for and Utilization of Long-Term - 
Care Among Elderly Americans, The Urban Institute, 
(200-975-05), Washington, D.C., August 1976, p. 85. 

23/Robert M. Gibson and Charles R. Fisher, "Age Differences - 
in Health Care Spending, Fiscal Year 1977," Social Security 
Bulletin, Vol. 42, No. 1, January 1979, p. 5. 

24/institute for Medicaid Management, pp. 65, 66. - 

25/Health Care Financing Administration, Title XIX, Grants - 
to States for Medical'Assistance Programs, Medicaid 
Bureau, Department of Health, Education, and Welfare, 
Washington; D.C., Revised, January 1979, pp. 534, 535. 
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26/M. Powell Lawton, - "Institutions and Alternatives for 
Older People" Health and Social Work 3(2), 1978, p. 123. 

27/Maureen Baltay, Lonq-Term Care for the Elderly and Dis- - 
abled, Congressional Budget Office, Government Printing 
Office, February 1977, pa 18. 

28/Elaine M. Brody, p. 1. - 

29/William G. Bell, - "Community Care for the Elderly: An 
Alternative to Institutionalization," The Gerontologist, 
Part I (Autumn 1973), p. 352. 

30/Linda Noelker and Zev Harel, - "Predictors of Well Being and 
Survival Among Institutionalized Aged," The Gerontoloqist, 
Vol. 18, No. 6 (19781, pp. 564-566. 

31/Faye Abdellah, - "Long-Term Care Policy Issues: Alterna- 
tives to Institutional Care," The Annals of the American 
Academy of Political and Social Science, 438, July 1978, 
p. 30. 

32/Joint Committee on Long-Term Care Alternatives, Well-Beinq - 
in Old Aqe: Essential Services, Technical Report IV, 
Austin, Texas, Fall 1978, p. 19. 

33/Stanley J. Brody, Walter Poulshock, Carla F. Masciocchi, - 
"The Family Caring Unit: A Major Consideration in the 
Long-Term Support System," The Gerontologist, Vol. 18, 
No. 6 (1978), pp. 558-9. 

34/Joint Committee on Long-Term Care Alternatives, Final - 
Report, Austin, Texas, 1978, pa 18. 

35/Joint Legislative and Audit Review Commission, The - 
Virginia General Assembly, Lonq Term Care in Virginia, 
Richmond, Virginia, March 28, 1978, p. 12. 

36/The elderly are defined, - for the purposes of this study, 
as 65 and older. 
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CHAPTER 2 

MEDICAID'S LONG-TERM CARE SUPPORT PRIMARILY 

GOES TO INSTITUTIONAL CARE RATHER THAN 

IN-HOME OR COMMUNITY-BASED SERVICES 

The elderly who are functionally disabled and in need 
of long-term care services find that Medicaid will finance 
all or part of institutional care but will provide only 
limited coverage of in-home care. Consequently frail and 
dependent elderly who are financially unable to purchase 
community-based care may enter a nursing home to obtain 
long-term care support. This chapter focuses on the effect 
Medicaid policies have on influencing nursing home admis- 
sions which could have been prevented, while chapter 3 iden- 
tifies other factors which lead to avoidable utilization 
such as the unavailability or lack of access to community- 
based care. 

MEDICAID SUPPORT TO CHRONICALLY IMPAIRED 
ELDERLY IN THE COMMUNITY IS LIMITED 

The elderly are at greatest risk of chronic illness 
which is often accompanied by disability and dependence. 
Approximately 18 percent (3.4 million of the noninstitu- 
tionalized elderly) have functional disabilities which 
require long-term assistance. L/ Our survey of the elderly 
population in Cleveland (1975) which assessed impairment 
levels of individuals in five areas (social, economic, men- 
tal, physical and daily living activities) found that 23 
percent were generally impaired or worse. Table 2 gives 
the results of the survey. 2/ 
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Table 2 

Elderly Impairment Levels 

1975 estimate of people 65 and over 
Assessed well-beinq Number Percent 

Unimpaired 13,400 
Slightly Impaired 13,200 
Mildly Impaired 11,500 
Moderately Impaired 10,300 
Generally Impaired 5,700 
Greatly Impaired 1,900 
Very Greatly Impaired 2,300 
Extremely Impaired 4,300 

21 
21 
18 
17 

9 
3 
4 
7 

Total 62,600 100 

Elderly who are 75 and older experience the highest 
incidence of chronic and disabling conditions. A study of 
physical performance in adults found that almost half of 
all individuals over 75 had substantial limitations in such 
activities as walking, climbing and bending; this was true 
for 20 percent of the elderly 65 to 74. 3/ Hospital and 
nursing home utilization also increases with age. In FY 
1977, persons of all ages used an average of 1,200 days 
of short stay hospital care per 1,000 persons. Individuals 
aged 65 to 69 used approximately 3,000 days, while persons 
in their late 70's used 4,700 and the elderly aged 85 or 
older used 8,300 days. The increase in nursing home utili- 
zation is also marked; approximately 16,000 days of nursing 
home care are used for every 1,000 persons 65 and older, 
and 86,400 days are used for every 1,000 persons aged 85 and 
older. $' 

The vulnerability of the elderly population,, particu- 
larly the age group 75 and older, to chronic disabilities 
is significant because of their increased need for supportive 
long-term care services. While nationally the number of per- 
sons 65 and older is growing, the average age within this 
group is also changing. It is projected that by 2020 there 
will be 45 million persons 65 and older; 16,975,OOO of these 
individuals will be at least 75. 2,/ Elderly with chronic 
illnesses or disabilities need long-term care services to 
assist them in maintaining their maximum levels of physical, 
mental and social functioning. These services are required 
because chronic conditions, unlike acute illness, generally 
cannot be cured and consequently may permanently impair an 
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individual's ability to function in everyday activities 
such as bathing, eating, and dressing. 

The objectives in treatment plans for impaired elderly 
are to help individuals cope with their disability, reduce 
their dependence on others, and narrow the gap between their 
actual and potential function. 5/ Essential services include 
health, social, or income support assistance which can be 
provided in a variety of settings such as the home, day care 
centers for adults, ambulatory (outpatient) medical facili- 
ties, sheltered housing, and institutions such as nursing 
homes. The most appropriate mix of long-term care services 
varies for each individual because chronically impaired 
elderly respond differently to their impairments depending 
on their age, the extent of their impairments and the per- 
sonal, social and economic resources which they have avail- 
able. I/ Furthermore, the setting in which these services 
should be provided often cannot be accurately determined 
on the basis of the individual's level of impairment. 

In spite of the impaired elderly's need for social, 
residential, health and medical services, historically most 
public spending for long-term care has been through medical 
programs. The passage of Medicare and Medicaid in 1965 
continued this trend; as a result, the medical model in 
long-term care has been predominant. Today the major source 
of public support for this care comes from Medicaid. 

Medicaid's benefits vary by State 

Medicaid is administered within broad Federal require- 
ments and guidelines by State governments which have con- 
siderable discretion in setting local eligibility standards 
and benefit coverage. &,I States are required to cover hos- 
pital care, physician services, laboratory and x-ray ser- 
vices, family planning, skilled nursing facility care and 
home health services for individuals aged 21 and over, and 
periodic screening, diagnosis, and treatment for individuals 
under 21. They may also cover a number of optional ser- 
vices. 9J Each State may impose limits on the amount of basic 
and optTonal services covered. Most States have been re- 
strictive as a means of containing costs. For example, some 
limit physician services to one visit per month regardless 
of how ill an individual might be. Other States limit the 
number of inpatient hospital days yearly. lo/ - 
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A prime example of this restrictiveness is in Medicaid's 
coverage for noninstitutional services which includes home 
health care, personal care services, and adult day health 
services. Home health services cover: nursing services; 
home health aide services; physical, occupational, and 
speech therapies; and medical supplies, equipment and appli- 
ances. To be authorized for payment these services must be 
ordered by a physician. Personal care services in a Medi- 
caid recipient's home may also be reimbursed if the provider 
is deemed to be qualified and is not a relative of the reci- 
pient. These services include health-related supportive 
care such as help with activities of daily living. They 
must be prescribed by a physician as part of a plan of 
treatment and supervised by a registered nurse. ll/ Adult 
day health services are a package of medical andhealth- 
related services provided by hospitals or clinics to 
chronically ill and impaired Medicaid recipients on an 
outpatient basis. Services may include medical, nursing, 
diagnostic and rehabilitative services as well as personal 
care, social work, dietary and transportation services. 12,' - 

Medicaid's home health care benefits, which became a 
covered service for every participating State in 1970, repre- 
sented in FY 1978 an outlay of $211 million while nursing 
home expenditures for the same year equaled $7.6 billion. 13/ 
Of the estimated 261,331 Medicaid recipients who received - 
home health services in 1977, almost 63 percent were resi- 
dents of New York. New York also accounted for 80 percent 
of all national Medicaid home health expenditures. 14/ 
Expenditures are low because States are allowed to restrict 
home health care services in terms of amount, duration and 
comprehensiveness. A recent review of Medicaid home health 
care practices identified State restrictions in the number 
of allowable visits, the provision of supplies, equipment 
and appliances, and in the types of services offered. Some 
States added the requirement of prior authorization as a 
condition to receive services. 15,' - 

Another barrier to Medicaid's home health coverage is 
reimbursement. Each State determines what payment level and 
method to use; some pay only half what Medicare pays for 
home health care. As a result many home health agencies 
will accept only a small percentage of Medicaid patients and 
some "not for profit" agencies accept only Medicare patients. 
For example, Florida's home health care industry almost ex- 
clusively serves Medicare-eligible clients ($34.3 million was 
spent in Medicare charges in contrast with $314,000 in Medi- 
caid charges during 1976). One study noted that "Both 
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limited funding for Florida’s Medicaid program and its 
policy of reimbursing only l/3 to l/2 the cost of a visit 
(Medicare reimburses for 100 % of cost) indicate that the 
poor and near-poor are greatly disadvantaged in obtain- 
ing home health care.” 16/ - 

Nine States and jurisdictions cover personal care ser- 
vices which they have found to be less expensive to provide 
than home health services purchased from home health agen- 
cies. 17/ The nine States and jurisdictions include: Dis- 
trict G-f Columbia, Massachusetts, Minnesota, Montana, 
Nebraska, Nevada, New York;Oklahoma, and Wisconsin. While 
these services could supplement home health care benefits, 
some States have used them instead as a replacement for home 
health care coverage. Oklahoma, which provided the impetus 
for getting these services authorized in the Medicaid regu- 
lations, has essentially no home health care program. A 
number of difficulties have been identified with personal 
care services including the questionable quality of the ser- 
vices; the lack of training of providers; and the lack of 
supervision and monitoring. Only six States reimburse for 
adult day services--New York, Massachussetts, Georgia, Cali- 
fornia, New Jersey and Washington. Currently, there are 90 
programs in operation, 40 of which are in Massachussetts. 

The restrictions on benefits, low reimbursement rates 
and the limited implementation of in-home services under 
Medicaid have been due in part to the reluctance of States 
to invest in the development of noninstitutional long-term 
care services when they are not convinced that these ser- 
vices will serve as a substitute for expensive nursing home 
care or hospital care. 18/ Instead, some believe it will 
result in another uncontrollable cost added to their Medi- 
caid budgets. 

Medicaid’s benefits do not cover 
al elderly poor 

While Medicaid benefits are not comprehensive nor uni- 
form across States, the covered services are critically 
important to the health and continued independence of many 
chronically impaired elderly. However, Medicaid coverage 
does not extend to all the poor in need of these services. 
Since each State has some discretion in setting its eligibil- 
ity standards, the resulting variation contributes to one of 
the major problems in Medicaid, that "it does not treat peo- 
ple in equal circumstances equally.” 19/ The primary reason - 
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for this is that eligibility for Medicaid is linked to wel- 
fare. States must cover individuals eligible under the Aid 
to Families with Dependent Children program (AFDC) and all 
aged I blind, and disabled recipients of the Supplemental 
Security Income (SSI) program unless they elect an option 
permitted under Federal law to restrict Medicaid coverage 
to those SSI recipients who meet the more restrictive Medi- 
caid eligibility requirements established by the State.* 
These requirements cannot be more restrictive than those 
in force on January 1, 1972, prior to implementation of SSI. 

In addition, States may provide Medicaid coverage to 
the medically needy who are individuals who would be eligi- 
ble for cash assistance except for their income level. 
States set the income eligibility levels for the medically 
needy but they may not exceed 133-l/3 percent of the State's 
Aid to Families with Dependent Children payment. The 
States' medically needy may have all or part of their ex- 
penses paid for under Medicaid; however, if their incomes 
and resources are above a State-prescribed level they must 
first incur a certain amount of medical expense which 
lowers their income to the medically needy levels. This is 
often referred to as the "spend-down requirement." As of 
January 1978, 33 States and jurisdictions had medically 
needy programs; the majority had income levels for eligi- 
bility below the poverty levels determined by the Bureau 
of Census in 1976. 21/ - 

*SSI was established by the 1972 Amendments to the 
Social Security Act and implemented in 1974. Before SSI, 
all aged, blind and disabled cash assistance recipients 
were eligible for Medicaid. When SSI was implemented 
States were given three options. 1) The Social Security 
Administration would determine eligibility for Medicaid 
using SSI criteria. This is known as the "1634" agreement 
and applies to 28 States. 2) States would determine eligi- 
bility for Medicaid using SSI criteria (known as Title XVI) 
and applies to seven States. 3) States would determine 
eligibility for Medicaid using pre-SSI more restrictive 
criteria known as 209(b) and applies to 15 States. If the 
States adopted the more restrictive eligibility standards 
they were required to provide for a "spend-down" for all 
aged f blind, and disabled persons which would establish 
eligibility for Medicaid after deducting any medical ex- 
penses from the individual's income. 20/ - 
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Due to differences in eligibility requirements, per- 
sons who would receive benefits in one State would not in 
another. 22/ In addition, individuals in the same State with 
similar incomes, because of welfare rules, may not be equally 
eligible for benefits. These variations across and within 
States have resulted in gaps in coverage of the poor. How 
many poor are uncovered is unknown since there are few esti- 
mates of the proportion of Medicaid recipients who have in- 
comes which place them above or below the poverty level. 
Also, the number of individuals who are eligible for Medicaid 
is unknown at the national level. 

Feder and Holahan developed a measure of the ratio of 
the aged persons receiving Medicaid services to the aged 
below the poverty line (as defined by the Bureau of Census in 
1974). The estimates are approximate because they compare 
1974 Medicaid recipient data (in the numerator) and 1970 
census data (in the denominator). In addition, the recipient 
data do not show all those eligible for Medicaid but only 
those who reportedly used a service during 1974. The ratios 
may reflect some individuals above the poverty line who used 
a service and may not show persons below the line if they 
did not. The ratios presented in figure 4 reflect the vari- 
ance by State in the percentage of elderly poor covered by 
Medicaid. In 1974 this variance ranged from 0.24 in West 
Virginia and Indiana to 2.82 in California. 23/ Other esti- 
mates place Medicaid coverage for recipientsof all age 
groups at 50 to 60 percent of the poor population when the 
movements in and out of Medicaid are adjusted over time. 24/ - 
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Figure 4 

Ratio of Medicaid Recipients to the 
Aged Population Below the Census Poverty Line* 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
D.C. 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 

1.25 
0.62 
N/A 

0.51 
2.82 
0.69 
0.52 
0.44 
0.87 
0.36 
0.73 
0.82 
0.27 
0.38 
0.24 
0.26 
0.30 
0.63 
0.74 
0.56 
0.70 
2.09 
0.59 
0.45 
0.71 

Missouri 0.54 
Montana 0.35 
Nebraska 0.31 
Nevada 0.58 
New Hampshire 0.55 
New Jersey 0.40 
New Mexico 0.33 
New York 0.97 
North Carolina 0.41 
North Dakota 0.38 
Ohio 0.33 
Oklahoma 0.70 
Oregon 0.33 
Pennsylvania 0.45 
Rhode Island 1.36 
South Carolina 0.46 
South Dakota 0.30 
Tennessee 0.38 
Texas 0.72 
Utah 0.37 
Vermont 0.74 
Virginia 0.54 
Washington 0.57 
West Virginia 0.24 
Wisconsin 0.68 
Wyoming 0.49 

Medicare coveraqe is focused on relieving the 
elderly of high hospital and surgical bills 

The other major program which reimburses for health 
services for the elderly is Medicare which was established 
under Title XVIII of the Social Security Act. Congress 
enacted Medicare to reduce the financial burden of expen- 
sive medical bills on the elderly. It is available to 
nearly all people aged 65 and over without regard to income. 

*Judith Feder and John Holahan, Financinq Health Care for 
the Elderly, Medicare, Medicaid and Private Health Insur- 
ance, The Urban Institute, Washington, D.C., February 1979. 
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The Medicare program consists of: hospital insurance 
(Part A) and supplementary medical insurance (SMI, Part B). 
As of January 1, 1977, 98.1 percent of the aged (22.8 mil- 
lion) were enrolled in hospital care and 96.8 percent (22.5 
million) were enrolled in Part B. 25/ To receive Medicare 
Part A benefits during the first 6rdays of hospital care, 
the elderly must pay a $160 deductible; patients also must 
pay $40 per day for the 61st through the 90th day in the 
hospital. Under Part B, Medicare enrollees pay a portion 
of the cost of the program in the form of premiums; as of 
July 1, 1979, the monthly premium is $8.70. All services 
covered under SMI are also subject to an annual deductible 
and coinsurance payment. 

Medicaid recipients who are eligible for Medicare under 
the "buy-in" program established by the Social Security Act 
are exempt from the Medicare cost-sharing requirements. The 
States "buy in" to Medicare by paying the monthly insurance 
premiums, coinsurance, and deductibles using Medicaid funds 
for Medicaid recipients who are also eligible for Medicare. 
Therefore, Medicare makes the primary payment for services 
and the States' Medicaid program pays the deductibles and 
copayments. All but five States and jurisdictions have 
"buy-in" agreements with the Social Security Administra- 
tion. 26/ - 

In 1976 out of 3.6 million aged persons who received 
Medicaid benefits, an estimated 2.3 million had their SMI 
premiums paid for under the "buy-in" provisions. Approxi- 
mately $2.1 billion in Medicare benefits were received by 
this group. 27/ Because of Medicare, Medicaid expenditures 
for inpatienthospital care and physicians' services are 
relatively small with a larger percentage going to services 
not covered or only minimally covered under Medicare. In 
FY 1975 Medicaid expenditures for the aged were distributed 
as shown in table 3. 28/ - 
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Table 3 

Percentage Distribution of Medicaid Expenditures --- 

Inpatient hospital care 8.8 

Nursing home services 
(SNF/ICF) 74.1 

Physician services 3.9 

Dental Care 0.7 

Prescribed drugs 9.0 

Other services 

Total 100.1 

Medicare was not intended to cover all health care 
services for the elderly. It does, however, relieve people 
65 and older of a large portion of their medical bills asso- 
ciated with hospitalization, surgery, and the accompanying 
periods of recovery. In FY 1977 Medicare benefits paid 44 
percent of the elderly’s medical bills; if deductibles and 
coinsurance amounts are deducted, Medicare’s share of the 
bill is reduced to 41 percent. However, during this year, 
74 percent of the elderly’s hospital expenses and 56 per- 
cent of physician expenses were paid by Medicare. 29,’ - 

Payments for other medical services often must be made 
by the elderly from private funds. While an estimated 
$1,745 was spent per person on health care costs in FY 1977 
for the elderly, 
from private 

$463 (plus the SMI Medicare premium) came 
resources --either an individual’s own or 

family income. 30/ Some of these expenditures were for ser- 
vices which arecritically important to the health of the 
elderly but are not covered by Medicare. These include : 
drugs and medicines outside of a hospital or skilled nurs- 
ing facility, vision care including eyeglasses, dental 
care, hearing aids or periodic physical examinations. In 
FY 1977 the elderly paid 95.5 percent ($976 million) of all 
dental expenditures and 84.7 percent of all drug costs 
($2.423 billion) out of private resources. 31,’ - 

Medicare’s long-term care benefits are also limited. 
Under Part A, 
tive days, 

after a hospital stay of at least 3 consecu- 
Medicare will pay for up to 100 days of extended 
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care in a SNF. To be eligible for this care, an individual 
must need skilled nursing or rehabilitation services on a 
daily basis for a condition for which the individual received 
care in the hospital (or for another condition which arose 
while receiving extended care in a SNF for a condition 
treated in the hospital). The first 20 days of nursing home 
care are paid in full; the next 80 require a daily copayment. 
These benefits were included to encourage use of nursing 
homes as a substitute for more costly hospital care in the 
course of treatment. The program does not pay for custodial 
care in a nursing home. In FY 1977 approximately 3 percent 
of the elderly's nursing home expenditures were paid for by 
Medicare. 32/ - 

Medicare coverage of home health care is available if 
it has been prescribed by a physician because an individual 
is confined to the home and needs part-time or intermittent 
skilled nursing services and/or physical or speech therapy. 
A patient, if eligible for home health care, may also re- 
ceive other covered services such as occupational therapy, 
home health aides, medical social work under the supervi- 
sion of a physician, and medical equipment and supplies. 
Part A provides for 100 home nursing visits in the 12-month 
period following a 3-day hospital stay or discharge from a 
skilled nursing facility. Part B covers up to 100 medi- 
cally necessary visits a year without a requirement of pre- 
vious hospitalization. 

Because these benefits focus on skilled care they do 
not include custodial or supportive care (e.g., help with 
activities of daily living) unless the patient requires 
skilled nursing care, or physical or speech therapy. Ex- 
penditures for home health care in FY 1977 were $458 million 
out of total Medicare expenditures of $20.770 billion. 33/ 
Of the 530,000 beneficiaries who received these servicez 
over one-third lived in the Northeast. 34/ - 

Many chronically ill elderly go without 
needed health services 

In spite of Medicaid and Medicare, many low income 
elderly persons are faced with costly medical bills due to 
illness. The 1970 Health Insurance Survey identified low 
income elderly who made large expenditures for medical 
bills (not including nursing home costs) out of personal 
resources. Ten percent of the surveyed population with 
incomes below $5,000 spent 10 percent or more of their in- 
come on medical care. 35/ - 
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Cost sharing under Medicare also has an effect on 
elderly utilization of health care services. Eleven percent 
of the elderly population in Long Beach, California, accord- 
ing to a recent survey, was too poor to pay the Medicare 
copayments and deductibles but had incomes too high for 
Medicaid eligibility. 36/ Studies have found that elderly 
with low to moderate incomes who are not able to participate 
in either program may go without needed medical and other 
long-term care services. 37/ - 

Even though Medicare has the same set of benefits 
available to all covered persons, major differences in 
participation have been identified. 38,' One study divided 
the SMI population without hospital stays into groups by 
income level and compared their use of out-of-hospital 
medical care to the charges incurred for that care. Medi- 
caid recipients were the heaviest users of Part B (SMI) 
services due to payment by Medicaid for all of their cost 
sharing requirements under the "buy-in" program and because 
they often experience more illness. Enrollees with low to 
moderate family incomes, not covered by Medicaid, were more 
affected by the deductible, reported a higher rate of unmet 
need for physicians' services and appeared to delay seeking 
medical care for a longer period than did persons with high 
family incomes or with private insurance to help pay the 
cost-sharing requirements. 39/ - 

Similar findings were obtained by our office in a survey 
of individuals 65 and older in Cleveland, Ohio. In this 
analysis we found that, overall, Medicaid recipients received 
more medical care and were more likely to be hospitalized 
than both low income and middle income older persons not on 
Medicaid. One reason was that Medicaid recipients were gen- 
erally more impaired. Fifty-nine percent of Medicaid recip- 
ients were physically impaired compared to 35 percent of the 
low income and 25 percent of the middle income elderly not 
on Medicaid. When older people with similar health status 
were compared, impaired Medicaid recipients still received 
more medical care than impaired people not on Medicaid. As 
shown in table 4, only 10 percent of the impaired Medicaid 
recipients received less than $100 in medical care during a 
year's study period. Of the impaired individuals not on 
Medicaid, 43 percent of the low income and 35 percent of the 
middle income elderly received less than $100 in medical 
services. 
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Table 4 

Percentaqe Distribution of -- 

Medical Expenses for Medicaid and Non-Medicaid Elderly 

Medical expenses 

Non-Medicaid 
Middle Low 
income income -- 

None 19 29 

$1-99 16 14 

$100-499 26 18 

$500-2999 22 17 

$3000-over 18 23 

Total 100% 100% 

Number of impaired 
in sample (129) (199) 

Number in sample (506) (566) 

Medicaid ----- 

4 

6 

28 

37 

25 

a/100% 

(114) 

(194) 

a/Columns may not total to 100 due to rounding. 

For some low and moderate income elderly, their failure 
to obtain medical and health care services may be due to in- 
sufficient financial resources to purchase this care. An 
individual who requires drug prescriptions several times per 
month may only be able to afford one prescription a month. 
Lack of funds could also result in postponed visits to the 
physician and delayed dental and eye care. Inadequate medi- 
cal treatment could have an effect on an individual's health 
as well as on his or her ability to function in everyday 
activities. 

Chronically ill and disabled elderly often need home- 
maker and home health services, physical and speech therapy 
and personal care services, yet may find them unaffordable. 
In Austin, Texas, a survey revealed that the income required 
to privately purchase home health and homemaker services was 
far higher than the median family income of older persons in 
that area. 40/ Individuals not covered under Medicaid would 
be ineligible to obtain assistance in paying for these and 
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other medical care expenditures from Medicaid unless they 
incurred large medical expenses and could qualify under the 
spend-down requirement. For most elderly, this would occur 
only when an individual has high institutional costs due to 
hospitalization or nursing home care. 41/ - 

Also, in some States "spending down" 
bility is not an option. 

to Medicaid eligi- 
In Texas, a large segment of the 

population is composed of persons whose monthly income is 
above the ceiling for Supplemental Security Income ($208.20 
for a single person and $312.20 for a married couple) yet 
below the Federal poverty level. Because Texas does not have 
a medically needy program, individuals who have incomes above 
the SSI levels are not eligible for Medicaid services and 
must pay their own medical bills even if these bills "cause 
disposable income to drop below these levels." 42/* - 

In summary, elderly individuals with chronic illnesses 
and disabilities have turned to the health care system for 
support for their long-term care service needs. Under this 
system, they may receive limited coverage under Medicare or 
are dissuaded from participation at all because of the pro- 
gram's cost sharing features. At the same time, they may 
be ineligible for Medicaid, or if they are eligible, they 
are unlikely to receive the comprehensive mix of health and 
social services they need to assist them in maintaining a 
maximum level of functioning. 

MEDICAID SUPPORT TO ELDERLY IN NURSING HOMES 
IS OPEN-ENDED AND EXTENDS TO MANY WHO ARE NOT 
ELIGIBLE FOR COVERAGE IN THE COMMUNITY -- -- - 

While Medicaid coverage is limited or nonexistent for 
services needed by chronically impaired elderly living in 
the community, its nursing home coverage is extensive, and 
available to individuals who would not have qualified for 
Medicaid outside of the institution. Therefore, some indi- 
viduals are admitted to nursing homes to obtain care even 
though they had the potential to remain in their own homes 
if in-home or community-based services had been equally 
well subsidized. 

*Texas has no spend-down requirement because (in addition to 
not having a medically needy program) it uses SSI criteria 
for determining Medicaid eligibility. See page 21. 
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Medicaid policies support nursing home use in the fol- 
lowing ways: 

--Many elderly poor are ineligible for Medicaid benefits 
while living in the community: if they are admitted 
to a nursing home, different income standards apply 
and they are now eligible for Medicaid support. 

--Many low and moderate income elderly enter nursing 
homes as private pay patients; if they become impov- 
erished by using up their resources or transfering 
their assets to relatives, they are now eligible for 
Medicaid coverage. 

Figure 5 illustrates these factors. 

Many low and moderate income elderly are 
only eligible for Medicaid benefits if 
they enter a nursing home 

All States with Medicaid programs are required to pro- 
vide skilled nursing facility (SNF) services to categorically 
needy individuals and may also provide intermediate care 
facility (ICF) services. ICF services are included in all 
State Medicaid plans. They may include either or both ser- 
vices for the medically needy. Eligibility for these ser- 
vices varies significantly by State. Individuals in States 
that cover the medically needy or cover the categorically 
needy only under the 209 (b) option, because of the spend- 
down provision, will be eligible for Medicaid in a nursing 
home if their income is less than the Medicaid established 
rate for nursing home payment.* g/ 

States which do not fall under these categories may 
set higher standards in covering individuals in nursing homes 

*The significance of the noncash assistance eligibility 
category is evident in that 70 percent of all Medicaid ex- 
penditures.for the elderly are for recipients in this group. 
44,' While noncash assistance recipients in 1975 represented 
one-third of all Medicaid recipients 65 and older, 45/ this 
is reversed in nursing homes where 71 percent of allMedicaid- 
supported elderly are not receiving cash welfare. 46/ Not all 
noncash recipients fall into the medically needy category 
as some in this group meet the income and assets levels for 
cash support but because they are institutionalized cannot 
receive it. 
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Figure 5 

Medicaid Subsidizes Nursing Home Care 

for Individuals Ineligible for Community-Based Coverage 

Nursing Home 

The Medicatd-eligrble elderly who 
cannot obtarn communrty long-term 
care services because of restrictrve 

The elderly poor who are ineligible 
for Medrcard because their income 
IS too high but who cannot afford 
to purchase long-term care servrces 

The non-Medicaid elderly who 
must bear the financtal burden 
of long-term care services because 
of the lack of third party coverage 

May transfer their 
assets to relatives 
and become eligible 
for Medrcard 

Receive full or partial 
long-term care coverage 
under Medicaid’s nursing 
home benefit 

Become eligible for 
Medicaid because the 
State has a different 
income standard for 
institutional residents 

Become eligible for 
Medicaid when they 
have depleted their 
resources on costly 
nursing home bills 

Receive long-term 
care coverage under 
Medicaid’s nursing 
home benefit 
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than would apply to noninstitutionalized recipients as long 
as the standards do not exceed 300 percent of the SSI stand- 
ard payment amount. As of July 1979, this institutional 
standard --known as the Medicaid "cap"--was set at $624.60 
based on an SSI benefit level of $208.20. As a result, an 
individual who had an income of $590 a month would qualify 
for Medicaid coverage if he or she entered a nursing home. 
Medicaid would then pay the difference between the individ- 
ual's available income (less a personal needs allowance 
which is usually $25 a month) and the cost of care in the 
institution.* Medicaid would also pay for drugs, physician 
services, eye and dental care, and other covered medical 
services to the extent they are not paid for by Medicare. 

Ironically, the same individual with an income of $590 
a month would be ineligible for Medicaid coverage,outside 
of a nursing home because the noninstitutional income level 
for eligibility is lower ($208.20 unless there is a State 
supplemental payment). The Medicaid "cap" States are 

Alabama Idaho 
Alaska Iowa 
Delaware Nevada 
Florida New Jersey 
Georgia New Mexico 

Oregon 
South Carolina 
South Dakota 
Texas 
Wyoming 

Because these States do not have a spend-down provision, if 
an individual's resources increase while in the nursing home, 
thereby exceeding the set dollar eligibility level, he or 
she would lose Medicaid coverage. 

Individuals in many States, therefore, have incomes which 
are too high to make them eligible for Medicaid coverage out- 
side of a nursing home. Once in a facility they can qualify 
for Medicaid even though their income is the same. Other 
individuals, because of the medically needy eligibility cate- 
gory and the spend-down provision, coupled with the high cost 
of nursing home care, also qualify for Medicaid coverage. 

*Under Medicaid, which is a vendor payment program, payments 
are made directly to service providers which must accept 
this reimbursement as payment in full. In nursing homes, 
however, all States require individuals to turn over most of 
their income to help pay for their care. This is based on 
the concept that since Medicaid is paying for most of the 
institutionalized person's basic needs (shelter, food, etc.) 
any income above personal needs should be contributed to 
defray nursing home costs. 
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However, outside of these facilities they would have had dif- 
ficulty qualifying for Medicaid under the spend-down option 
because it is unusual to incur noninstitutional medical bills 
as high as required to obtain Medicaid support. 

Some elderly enter nursing homes as private pay 
patients and become eligible for Medicaid 
after using up their resources 

Other individuals enter nursing homes and because of 
their personal resources (e.g., the proceeds from the sale of 
a home) initially are ineligible for Medicaid support and 
must use their own funds or rely on Medicare coverage to pay 
for care. Medicare, however, provides only limited support: 
it was the primary source of payment for only 2.9 percent of 
resident days in nursing homes in 1976. 47/ Private insurance 
also provides little coverage. Out of total national expen- 
ditures for nursing home care of $15.751 billion in 1978, 
private insurance paid only $108 million. 48/ - 

Because nursing home care is expensive and stays are 
often lengthy, private resources may be used up quickly, 
placing the individual in a position of being eligible for 
Medicaid. In 1977 the average charge for care was estimated 
to be $689 per month; one-fourth of all residents were charged 
$800 or more per month. When expenditures for extra serv- 
ices are included, the monthly bill can rise to over $1,000. 
While these extra services are defined differently from one 
nursing home to another, they usually include medications, 
physical therapy, beautician and barber visits, and some- 
times such items as laundry, special feeding, and terminal 
care. Physicians, dentists, and podiatrists usually make 
their own charges for any visits. The lengthy stays many 
residents experience in nursing homes were identified in the 
1977 National Nursing Home resident survey. Sixty-four per- 
cent, or 828,600 individuals, had been in a home 1 or more 
years; 48.4 percent of this group (400,800) had been in a 
home for 3 or more years. The median stay for all residents 
was 597 days. 49/ - 

For many individuals, the longer their stay in a 
nursing home, the greater chance there is that Medicaid or 
other public assistance sources will pay for their care. 
This was identified in the NNH survey of all individuals 
discharged from nursing homes during calendar year 1976. 
This survey differed from the 1977 resident survey because 
it included a large number of short-term users since it 
covered all discharges during a l-year period. The resi- 
dent sample included residents in the nursing home on the 
night before the survey was initiated and would more likely 
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show long-term users. The disparity in the length of time 
in the nursing home between the two surveys may be due to 
different reasons why the two groups of individuals are 
using these facilities: "those admitted for relatively 
long periods of time because there is little chance of 
their chronic problems improving, and those admitted for 
relatively short periods of time because recuperative care 
is needed."SO/ - 

The discharge survey revealed that longer stay residents 
tended to have their care paid for by Medicaid. As shown in 
table 5, the median duration of stay for Medicaid residents 
in a skilled nursing facility was 176 days and in an inter- 
mediate care facility 220 days. In contrast, the Medicare 
resident's median stay was 24 days, and private pay 59 
days. 51,' - 

Table 5 

Type of Support and Length of Stay in Nursix Homes -- -- 

Primary 
source of 
payment 

Own income or 
family support 

Medicare 

Medicaid 
Skilled care 
Intermediate care 

All other sources 

All primary sources 
of payment 

Number of Percent 
discharges distribu- 

from nursing tion of 
home (note a) discharges 

419,500 37.5 

189,600 17.0 

201,600 
191,000 

115,700 

18.0 176 
17.1 220 

10.4 

1,117,500 100.0 

Median 
duration 
of stay 
in days 
(note b) 

59 

24 

85 -- 

84 --- 

a/National Center for Health Statistics, The National Nursinq -- 
Home Survey: - 1977 Summary for the United States, p. 101. 

b/NCHS, "A Comparison of Nursing Home Residents and Discharges 
from the 1977 National Nursing Home Survey: United States," 
Advance Data from Vital and Health Statistics No. 29, p. 6. 
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We obtained similar findings in our analysis of the 
1976 Survey of Institutionalized Persons (SIP) data on 
elderly nursing home residents. This survey is based on a 
representative sample of the entire long-term institution- 
alized population at a single time. The results of our 
analysis indicate that the longer a person has been in a 
nursing home, the more likely it is that he or she is re- 
ceiving Medicaid support. 

We grouped each elderly nursing home resident (aged 65 
or older) in the SIP sample according to what percentage of 
the nursing home bill was paid with personal resources. 
We considered the following as personal resources: insurance 
plans or annuities; private retirement plans; family contri- 
butions; social security benefits: Supplemental Security 
Income (SSI) benefits; and Veterans' Administration pensions. 
Figure 6 shows that the majority of the elderly nursing home 
population is divided into two distinct groups: those who 
paid more than 90 percent of their nursing home bill out 
of personal resources and those who paid 10 percent or less. 

Of the 813,500 elderly nursing home residents for whom 
we have data, 54 'percent (443,900) were receiving Medicaid 
support towards the cost of their care. As shown in fi- 
gure 7, 87 percent of the Medicaid residents were paying 
40 percent or less of their nursing home bill with personal 
resources. Of the 369,600 residents not receiving Medicaid 
support, 75 percent were paying more than 90 percent of their 
nursing home bill out of their own resources. Ten percent of 
the non-Medicaid group paid 10 percent or less of their bill 
out of personal resources. The cost of nursing home care for 
these individuals was predominantly paid by public assistance, 
other governmental sources, and churches. 

To determine whether long stay residents are less 
likely to be paying for the greatest portion of their nurs- 
ing home bills with personal resources, we compared length 
of stay data for: 

--Medicaid residents 

--Non-Medicaid residents personally responsible for 
paying O-90 percent of their bill 

---- --- 

*These funds were classified as personal resources because 
they would be available to the resident regardless of whether 
the individual was in an institution or not. This also ap- 
plies to SSI payments although the amount is reduced when 
a person is in a nursing home. 
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Percentage of Nursing Home Bill Paid by Personal Resources 
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--Non-Medicaid residents personally responsible for 
paying more than 90 percent of their bill. 

We divided the non-Medicaid population into two groups because 
the group paying 90 percent or less included a proportion of 
residents whose care was subsidized extensively by governmen- 
tal or church funds. These residents were similar to Medi- 
caid recipients because they contributed little of their own 
or their family's money toward the cost of their care. 

As shown in figure 8, the percentage of individuals who 
are paying more than 90 percent of their nursing home bill 
out of personal resources declines as the length of stay in 
the nursing home increases. Forty-five percent of the 
elderly in nursing homes 6 months or less paid 90 percent 
or more of their nursing home bill out of their own re- 
sources. This decreased to: 32.8 percent of the elderly 
in nursing homes for 1 to l-1/2 years, 29.0 percent of the 
elderly in nursing homes for 2 to 3 years, and 28.9 percent 
of individuals in nursing homes for 4 years or more. 

In summary, the analysis shows a decline in the pro- 
portion of residents paying most of their care out of their 
personal resources while the individuals whose care is pre- 
dominantly paid for by Medicaid or other public and church 
funds increases as length of stay increases. The difference 
in payment source for long stay versus short stay residents 
may be a result of the elderly residents who started off 
paying most of the cost of care out of their own funds and 
who turned to Medicaid or other public or church sources 
when their funds were exhausted. 

Private pay conversions often represent 
a major portion of nursing home residents 
supported by Medicaid 

The transition of nursing home residents from private 
pay status to Medicaid coverage has been documented in 
several studies. In a 1976 nursing home survey conducted 
in South Dakota, 30 percent (1066) of the Medicaid patients 
in nursing homes at the time of the study had been admitted 
as private pay patients. Thirty-nine percent (412) of 
these patients had converted to Medicaid in less than 1 year; 
22 percent (239) converted in more than 1 but less than 2 
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Figure 8 

Comparison of Medicaid and Non-Medicaid Residents 
in Various Length-of-Stay Categories 
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years, and 39 percent (415) converted in more than 2 years 
after entry. 52/ - 

A study of the Detroit nursing home population, which 
was drawn from a sample of 40 nursing homes selected as 
representative of all nursing homes in the area, collected 
information regarding the social and financial circum- 
stances surrounding nursing home admissions and the situa- 
tion after admission. The sample was divided into four 
categories: 1) patients who entered nursing homes as pri- 
vate patients and afterward applied for and received Medi- 
caid; 2) those who began receiving Medicaid at the time of 
admission to a nursing home; 3) those who were receiving 
Medicaid before they applied for nursing home care; and 
4) patients who paid privately throughout their nursing 
home stay. As diagramed in figure 9, the survey found 
that 48.2 percent of the sample population had entered nurs- 
ing homes originally as private pay; by the time the survey 
was conducted, 66 percent of this group had converted to 
Medicaid. Of the 51.8 percent of the sample who entered 
nursing homes on Medicaid, 37.4 percent had been on Medi- 
caid prior to admission and 14.4 percent went on Medicaid 
at the time of admission. 53/ - 

Fmqw Ll 
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Data on conversions from self pay to Medicaid have 
also been collected in Monroe County, New York, as part of 
a long-term care demonstration project. In 1977, 279 pa- 
tients in SNF’s applied for Medicaid coverage. In 1978 
applications for conversion increased 66 percent to 462 re- 
quests. The number of requests for Medicaid coverage of 
patients in ICF’s increased by 60 percent from 60 requests 
in 1977 to 96 in 1978. Not all of these conversions were 
aF&roved; if patients were denied coverage it was generally 
because they had excess resources which made them ineli- 
gible. 54,’ - 

While requests for conversion are on the increase, 
many of the conversions which are approved are occurring 
within a relatively short time after admission to a nursing 
home. Of the 395 conversions approved for Medicaid cover- 
age in Monroe County in 1978, 41 percent occurred while the 
individual had been in the nursing home 6 months or less as 
a private patient. Almost two-thirds of all individuals 
who converted to Medicaid had been in a nursing home as a 
private pay patient a year or less. Table 6 shows the con- 
version rates for the 395 patients broken down by ICF and 
SNF status. 55/ - 

Table 6 --- 

Conversions of Private Pay Patients 
to Medicaid After Admission to -- --- 

a IJursing Home 

SNF ICF Total _-__---- -- -._ -- ---- ----- ___-- ._ 
Number Percent Number Percent Number Percent --- .- -~- 

Converted within 
90 days after 
admission 

Converted between 
91-180 days 
after admission 

Converted between 
181-365 days 
after admission 

Converted after 
365 days after 
admission 

69 21 22 32 91 23 

63 19 9 14 72 18 

72 22 12 18 84 21 

123 38 25 36 -- __ .- -- --- 

327 100 68 100 - - - 

148 38 -- - -- 

395 100 

.’ 
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In a neighboring county, data were collected on the 
number of conversions from 1976 to 1978. 56/ Table 7 shows 
the number of residents who entered nursing homes already 
eligible for Medicaid and the number of residents in a 
nursing home who converted to Medicaid coverage during the 
year. 

1976 

1977 

1978 

Table 7 -- 

Medicaid Admissions and Conversions 

Medicaid-eligible admissions Medicaid conversions -- 
ICF SNF Total ICF SNF Total 

101 381 482 1 11 12 

80 297 377 3 35 38 

96 182 278 14 88 102 

Nursing home bed census for the county as of: 

December 1976 - 983 
December 1977 - 982 
December 1978 - 967 

It is significant that while the number of nursing home pa- 
tients in the county remained relatively constant over the 
3-year period, the number of Medicaid-eligible admissions 
decreased by 42 percent. On the other hand, the number of 
conversions increased from 12 in 1976 to 102 in 1978. 57,’ 
In 1976, Medicaid patients who were admitted to nursing 
homes as private pay patients constituted 2.4 percent of the 
new Medicaid responsibility; in 1978 this figure increased 
to 27 percent. 

The conversion of private pay nursing home residents 
to Medicaid coverage can represent a significant proportion 
of all Medicaid residents in nursing homes. There is also 
some indication that these conversions are on the increase. 
In addition to conversions, another group entering nursing 
homes are newly eligible to Medicaid; the Detroit survey 
of the nursing home population found that 28 percent of the 
Medicaid admissions had their eligibility established at 
the point of entering a nursing home. A major proportion 
of nursing home residents, therefore, are having their care 
paid for by Medicaid; yet these same individuals were not, 
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in many cases, eligible to participate in the program out- 
side of a nursing home. 

After conversion to Medicaid, the 
probability of an individual's return 
to the community is reduced 

When an individual applies for Medicaid coverage, this 
often means that almost all savings or resources which could 
have been used for support in the community have now gone to 
pay for nursing home care. If the patient's condition im- 
proves while in the nursing home, or if this level of care 
was not required initially, it is unlikely that he or she 
could be returned to the community. 

This problem was identified in a study of Medicaid 
patients in Cincinnati; the income test for Medicaid eligi- 
bility was linked to increased nursing home costs to the 
program because low and middle income residents were forced 
into near poverty before they could qualify for coverage. 
The study found that some of these individuals were then 
unable to leave the institution and return to independent 
living, thereby increasing Medicaid's nursing home expendi- 
tures. 58/ - 

As a result of this research, special legislation was 
passed in the Ohio legislature in 1977 to enable the Health 
Resources Coordinating Service in Cincinnati to waive some 
of the State's Medicaid eligibility requirements to imple- 
ment an experimental program. Under this new program, indi- 
viduals in nursing homes not on Medicaid who are identified 
as having the potential for returning to independent living 
would be eligible for temporary Medicaid assistance for 
3 to 6 months. The program's goal is to allow nursing home 
residents to preserve adequate resources to enable them to 
return home. 59/ - 

In response to the same problem, the Department of 
Social and Health Services in Washington State proposed (in 
April 1979) a demonstration project to test a "Nursing Home 
Discharge Allowance." They found that Medicaid recipients 
no longer needing nursing home care often remain in these 
facilities because they lack the resources to return to the 
community. The proposal estimated that approximately 28 
nursing home residents per month could be returned to inde- 
pendent living if the obstacles of lack of staff time to 
plan and work with patients and resources to reestablish 
them in the community could be overcome. 60/ - 
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The impoverishment of individuals by nursing home costs 
reduces the probability that they can be returned to a more 
independent living arrangement should this be appropriate. 
It also increases the probability that Medicaid will be sub- 
sidizing their care for the duration of their nursing home 
stay r whether their admissions were initially medically 
necessary or not. 

MEDICAID POLICIES OFFER MINIMAL SUPPORT TO FAMILIES 
WHO PROVIDE LONG-TERM CARE SERVICES 
TO ELDERLY RELATIVES 

Medicaid policies, as currently structured, extensively 
subsidize nursing home care but offer less assistance to 
elderly who need but cannot afford to purchase health and 
social services to remain in their own homes or communities. 
These policies are equally disadvantageous to families who 
provide care for their chronically impaired elderly. Many 
of these families, after exhausting their personal, social 
and financial resources, seek nursing home placement for 
their relatives as a last resort. 

Families often can only obtain public support 
for the long-term care service needs of 
their relatives throuqh nursing home placement 

Extensive research has documented that when "older 
people are in advanced old age, are mentally and/or physi- 
cally impaired, and are functionally disabled, the critical 
determinants of who is admitted to institutions and who 
remains in the community, are the social supports avail- 
able, primarily family." 61/ A New York City survey found, 
for example, that of the services which were most critical 
to maintaining an elderly person at home, 77 percent were 
provided by the daughter, spouse and other family members. 62/ 
Because of this support, families are one of the key factors 
in delaying if not preventing the institutionalization of 
the chronically impaired elderly. 63,' - 

Providing assistance to an elderly person who has 
chronic health problems can require a great deal of time and 
money. A University of Michigan study, based on a 1975 na- 
tional survey of households, documented that for the elderly 
living in a relative's home, care being provided by two-fifths 
of the family members was equivalent in hours to a full-time 
job. 64/ Families providing care to relatives in their own 
homes;re also unlikely to have public support for this care. 
The Michigan study compared two groups of adults who had 
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parents over 60 years of age living either with them or in 
nursing homes. If the parent lived with the adult child his 
or her source of support was more than twice as likely to 
be contributions from family members than if the parent was 
living in a nursing home. Welfare, Medicaid and SSI support 
were also much less likely to be available to parents living 
with their children (5.9 percent) compared to parents living 
in a nursing home (23.1 percent). The sources of support 
for these two groups, as reported by the adult children, are 
presented in table 8. 65/ - 

Table 8 

Sources of Support and Housing of Elderly Parents 

Parent's main sources 
of support 

Family contributions 

Parent's own income, savings 

Pensions 

Social Security, VA, Medi- 
care 

Welfare, SSI, Medicaid 

Other 

Total 

(Number of mentions) 

Housinq environment of parent 
Living Living in 

with child --- nursing home 

----------(Percent)---------- 

26.6 11.0 

22.9 23.7 

4.1 4.0 

40.2 "37.0 

5.9 23.1 

0.4 1.2 -- 

100.0 100.0 

(271) (173) 

Families who attempt to provide support to their elderly 
relatives may receive limited or no financial or social ser- 
vice assistance. If however, the elderly relative is in- 
stitutionalized and covered by Medicaid, the family receives 
financial relief. The significance of this was highlighted 
in work by Burton, et al., who estimate.d the cost of provid- 
ing home-based services-comparable to those received by 
individuals in a long-term care facility. It was estimated 
that services costing $19.19 per day in an institution would 
cost $15.72 per day in a family setting; this includes items 
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such as food, nursing and personal care. Under the Medicaid 
program, however, the $15.72 would probably be paid by the 
family and the individual's resources, while the $19.19 for 
nursing home care could be paid, at least in part, by the 
Government. 66/ If caring for an elderly person in the 
home preventsan adult relative from working, the cost to 
the family would be greater. Adult children caring for 
their relatives, according to the Michigan study, were 
nearly twice as likely as those with parents in a nursing 
home to report that their financial situation had become 
more difficult because of caring for a parent. 67/ - 

Families are often aware that any public support for 
long-term care they receive may hinge upon the institu- 
tionalization of a relative. The Michigan survey found that 
the majority of families knew that if their elderly relative 
left the nursing home, he or she would lose some public fi- 
nancial support; that is, remaining in the institution was 
the key to obtaining Government (Medicaid) assistance. 68/ - 

Families are generally not obligated 
to contribute to nursing home care 
paid for by Medicaid 

If an elderly parent is placed in a nursing home and 
is eligible for Medicaid, the adult children are relieved 
of any financial obligation to contribute toward the cost 
of care. 69/ Medicaid regulations, in general, do allow 
States tohold spouses and parents of children under age 21 
financially responsible for the costs of care. However these 
regulations are superseded in the 35 States which use SSI 
criteria for determining Medicaid eligibility. These States 
must follow SSI relative responsibility policy which requires 
spouses (and parents of recipients who are minor children) to 
support a spouse or child only while he or she is at home. 
After a spouse, for example, has been institutionalized for 
1 month in a nursing home (6 months if both members of a 
couple are SSI eligible) the spouse is no longer responsible 
for contributing to the costs of that person's care regard- 
less of the relative's personal financial resources. 70/ - 
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States and jurisdictions which are affected by this 
policy are as follows: 

Alabama 
Alaska 
Arkansas 
California 
Delaware 
District of Columbia 
Florida 
Georgia 
Idaho 
Iowa 
Kansas 
Kentucky 
Louisiana 

Maine 
Maryland 
Massachusetts 
Michigan 
Montana 
Nevada 
New Jersey 
New Mexico 
New York 
North Dakota 
Oregon 
Pennsylvania 
Rhode Island 

South Carolina 
South Dakota 
Tennessee 
Texas 
Vermont 
Washington 
West Virginia 
Wisconsin 
Wyoming 

A recent survey of Medicaid eligibility practices con- 
cluded that cost savings could be achieved if spouses and 
parents were required to help pay what they could to defray 
the costs of institutional care. Furthermore, the study 
concluded that this policy created strong incentives for 
families to institutionalize the disabled while at the same 
time penalizing families who did not institutionalize seri- 
ously ill members. In general, States would like to "impose 
some form of continuing relative responsibility, but feel 
that noninstitutionalized individuals and families ought to 
be able to retain a fairly substantial income, much higher 
than that used as a standard for cash assistance." 71/ - 

Some older persons' assets are transferred 
to their relatives prior to acquirinq 
Medicaid coverage 

Because of the high cost of institutional care some 
residents' assets are transferred to their relatives to 
ensure that their families, rather than the nursing home, 
receive their life savings. Prior to SSI, many State 
cash assistance (and Medicaid) programs would find an appli- 
cant ineligible if she or he had transferred assets for less 
than fair market value within some specified period prior to 
the date of application. However, the SSI legislation 
considers as available resources only that property which 
the applicant (or spouse) could reduce to cash and use for 
personal maintenance and support; it does not permit con- 
sideration of asset transfers. 72/ - 
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The 35 States which use SSI criteria in determining 
eligibility for Medicaid are not permitted to restrict asset 
transfers by applicants. 73/ SSI policy, therefore, makes 
it possible for many individuals in nursing homes to qualify 
for Medicaid if they transfer their financial resources to 
relatives to become eligible for assistance. 74/ The full 
impact of asset transfer may not yet be realized. A recent 
survey of State eligibility practices found that "Because of 
traditional practices and State laws several States which 
are supposed to be following SSI criteria for Medicaid eli- 
gibility nevertheless are disqualifying adult Medicaid appli- 
cants who transfer assets in order to become eligible." 75/ - 

SSI's transfer of assets policy may increase program 
cost to Medicaid. A recent study noted that: 

Medicaid recipients , particularly those in nursing 
homes, are more likely than welfare recipients to 
have financial resources because nursing home care 
is so expensive that even middle and upper income 
persons are motivated to get the government to pay 
for it if they can. SSI's transfer of assets policy 
is a fiscal burden to States because it increases 
the institutional caseload. It removes the burden 
of financing institutional care from recipients who 
could afford to contribute to the cost of care and 
places that burden entirely on States. 76/ 

The Majority of Medicaid and non-Medicaid 
elderly nursing home residents have 
relatives who live nearby and visit often 

While it has been well documented that families are 
often the key to whether the individual is institutionalized 
or not, public policies fail to support these efforts even 
though the cost, time and effort required to care ,for an 
impaired person is tremendous. At the same time, if the 
family institutionalizes a relative who becomes eligible 
for Medicaid coverage, families receive financial and emo- 
tional relief. 

Maddox has pointed out that the capabilities of fami- 
lies to cope with impaired and disabled members is very 
limited and that the real costs to the family caretakers in 
terms of physical and psychic stress have yet to be deter- 
mined. 77,' Because of this stress many families appear to 
be ableto care for their elderly relatives up to a point. 
At some juncture, a crisis is reached where the family can 

48 



no longer provide care; a hasty decision at this time may 
lead to institutionalization rather than consideration of 
community-based long-term care options. 78/ A 1978 survey 
in New York City showed that the only significant pre- 
dictor of the decision to institutionalize the older person 
is the extent to which the family perceives the elderly 
person as an inconvenience. In turn, the dependency of the 
older person was the most significant factor in predicting 
whether the family perceives the person as an inconven- 
ience. 79/ - 

To learn more about elderly nursing home residents 
and their family ties we analyzed data from the SIP nursing 
home survey. This survey found that 91 percent of the 
elderly persons in nursing homes had relatives. Our analysis 
revealed that an overwhelming majority of both the Medicaid 
and the non-Medicaid residents have family members as shown 
in table 9. 

Table 2 

Family Ties of Nursing Home Residents 

Has relative 

No relative 

Total 

Medicaid residents Non-Medicaid residents 
Number Percent Number Percent 

403,700 91.0 357,200 90.9 

39,600 9.0 35,800 9.1 

443,300 100.0 393,000 100.0 

Not reported 178,800 

Valid cases 836,300 

Total elderly 
residents* 1,015,10~ 

Almost 56 percent of these relatives, as shown in table 10, 
were the resident's son or daughter. 

-- 

*Totals in our SIP analysis vary due to rounding. 
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Table 10 

Relationship of Relatives to Nursing Home Residents -- -- 

Relationship 
to resident --1__ 

Spouse 
Parent 
Brother/Sister 
Son/Daughter 
Grandchild 
Aunt/Uncle 
Other Relative 

Number 

68,900 7.3 
1,900 0.2 

135,900 14.4 
525,600 55.5 

29,800 3.1 
1,800 0.2 

182,300 19.3 

Total 946,200 

Percent -- 

100.0 

Both the Medicaid and the non-Medicaid elderly residents 
received frequent visits from their relatives. As shown in 
table 11, 64 percent of the Medicaid residents and 63 percent 
of the non-Medicaid residents were visited at least once a 
week. Eight-four percent of the entire elderly nursing home 
sample were visited at least once a month. 

Table 11 

Frequency of Nursinq Home Visits 

Relative or spouse 
visits to resident --- 

On Medicaid Not on Medicaid 
Number Percent Number Percent 

Once a week 287,700 63.5 232,600 63.4 
Once a month 94,800 20.9 71,400 19.5 
Once every 6 months 39,200 8.7 42,300 11.5 
Once every year 4,300 0.9 7,200 2.0 
Less than once a year 8,400 1.9 8,500 2.3 
Not at all 18,300 4.0 5,000 1.4 

Total 452,700 99.9 367,000 100.1 

Valid cases 819,700 
Missing cases 126,400 
Total sample '946,100 

The majority of the relatives lived within 25 miles of the 
nursing home (see table 12). Seventy-three percent of the 
relatives of Medicaid residents and 70 percent of the non- 
Medicaid residents' relatives lived less than 25 miles from 
the facility. 
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Table 12 

Distance of Residents' Relatives from Nursing Home 

Distance relatives live On Medicaid Not on Medicaid 
from nursing home Number Percent Number Percent 

Less than 25 miles 325,400 72.5 256,500 70.0 
25 to 74 miles 79,400 17.7 43,600 11.9 
75 plus miles 44,000 9.8 66,500 18.1 

Total 448,800 100.0 366,600 100.0 

Valid cases 815,400 
Missing cases 130,700 

Total 946,100 

Thirty-five percent of the relatives of elderly nursing 
home residents who reported their income had yearly family 
incomes of over $15,000. Thirty-four percent of the rela- 
tives of Medicaid residents and 36 percent of the relatives 
of non-Medicaid residents had family incomes of $15,000 or 
more as shown in table 13. Forty-three percent of the rela- 
tives of elderly residents had family incomes below $10,000. 

Table 13 

Income of Family During Past Year by 
Medicaid Status 

Total income of family On Medicaid Not on Medicaid 
during past year Number Percent Number Percent 

$4,999 or less 64,000 17.9 49,400 19.5 
$5,000-9,999 87,300 24.4 59,200 23.4 
$10,000-14,999 86,400 24.2 53,200 21.0 
$15,000 or more 119,700 33.5 91,500 36.1 

Total 357,400 100.0 253,300 100.0 

Valid cases 610,700 
Missing cases 335,300 

Total 946,000 
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The SIP data suggest that some of the elderly who are 
placed in nursing homes may not be the individuals often 
considered at greatest risk of institutionalization. This 
"at risk" group includes those individuals who have no 
family or who have no relatives to turn to for help because 
they do not live nearby or they have a strained relationship. 
The SIP analysis shows, however, that of the elderly individ- 
uals placed in nursing homes (whether they are on Medicaid or 
not) t the majority have a close relative (generally an adult 
child) who lives within 25 miles of the facility and visits 
almost monthly. 

When these families were asked the primary reasons for 
their relative's admission to the nursing home, 66 percent 
(621,700) responded that it was because the resident needed 
medical or nursing care. Twenty-nine percent said that the 
patient was admitted because they were unable to provide 
care. Table 14 summarizes the reasons for admission. 

Table 14 

Reasons for Admission to Nursing Homes 

Reason for admission Number Percent 

Need for medical care 621,700 66.0 

Family unable to care for 
person 275,300 29.2 

Economic-no money or re- 
sources to care for 
person 6,700 0.7 

Legal-person was committed 
or assigned to facility 2,800 0.3 

Other 29,100 3.1 

Do not know 6,700 0.7 

Total 942,300 100.0 
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One of the reasons why these families could not provide 
or could not continue to provide care could be the limited 
public support available for long-term care services outside 
of a nursing home. Often missing are financial, health and 
social services to help families who are caring for their 
relatives in their own homes. For other families, if super- 
vised residential housing had been available, this would 
have permitted their elderly relatives to remain in the com- 
munity where the family could have continued to provide sup- 
port. Currently, however, most Medicaid financing of long- 
term care is only available after the chronically impaired 
elderly relative is in a nursing home. 

Summary 

The elderly who are functionally disabled and have 
insufficient financial resources to purchase the health and 
social services they need are at risk of being institution- 
alized. Support from health systems is limited. Even if 
Medicare’s cost sharing features do not serve as a deterrent, 
the program’s coverage of services for chronic long-term 
health problems is limited. Medicaid provides minimal home 
health care services to the elderly and its coverage of the 
poor varies by State. 

The availability of Medicaid’s nursing home benefit, 
however, serves to reinforce its use regardless of whether 
care in this setting is actually needed. An individual 
living in the community with a monthly income of $250 may be 
ineligible for Medicaid yet unable to pay for needed health 
services. This individual, if admitted to a nursing home, 
could have an income of $590 a month and still be eligible 
for Medicaid. After applying any personal income toward 
the cost of care, Medicaid coverage would then pay not only 
nursing home costs but also the costs of other services such 
as physician fees, drugs and physical therapy. 

Other chronically impaired elderly may be admitted to 
nursing homes as private pay patients whether they need this 
level of care or not; after they have used up their savings 
from the sale of a home, for example, or transferred their 
assets to relatives, they may qualify for Medicaid. A major 
proportion of residents supported by Medicaid in nursing 
homes initially entered as private pay patients. Once in- 
dividuals have qualified for Medicaid it is unlikely that 
they can ever be discharged because they are now generally 
without sufficient resources to enable them to return to 
community living. 
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Families who are the major source of support for the 
functionally dependent elderly in the community often experi- 
ence severe financial and social strain in providing this 
care. They are unlikely to receive any help from Medicaid; 
however, if the elderly relative is placed in a nursing home 
and the care is subsidized by Medicaid, the family is re- 
lieved of any financial responsibility. 



NOTES 

&/Judith LaVor, Long-Term Care: A Challenqe to Service 
Systems. Office of Assistant Secretary for Planning and 
Evaluation, Department of Health, Education, and Welfare, 
revised, April-1977, p. 20. 

z/General Accounting Office, The Well-Being of Older People 
in Cleveland, Ohio, (HRD-77-70, April 19, 1977) p. 10. 
Based on the resnonses in each of the five areas, an indi- 
vidual's status was categorized according to one-of these 
levels. Unimpaired represented "Excellent or good in all 
five areas of human functioning" and generally impaired 
represented "Mildly or moderately impaired in four areas." 
The range below generally impaired was: greatly impaired, 
very greatly impaired, and extremely impaired. 

z/Saad Nagi, "An Epidemiology of Disability Among Adults in 
the United States," Millbank Memorial Fund Quarterly, 
Fall, 1976, p. 449. 

e/Robert M. Gibson and Charles R. Fisher, "Age Differences 
in Health Care Spending, Fiscal Year 1977," Social Secu- -- 
rity Bulletin, Vol. 42, No. 1, January 1979, p. 15. 

z/Jacob S. Siegel, "Prospective Trends in the Size and 
Structure of the Elderly Population, Impact of Mortality 
Trends and Some Implications," in Two Statements Before 
Conqressional Committees, Current Population Reports, 
Special Studies, Series P-23, No. 78, U.S. Department of 
Commerce, Bureau of Census, May 1978, pp. 7-8. 

g/Technical Consultant Panel on the Long-Term Health Care 
Data Set, Low-Term Health Care: Minimum Data Set, U.S. -- 
National Committee on Vital and Health Statistics, DHEW, 
September 8, 1978, p. 6. 

7/ibid. - -- 

g/All States except Arizona currently participate in Medi- 
caid. The District of Columbia, Puerto Rico, Guam and 
the Virgin Islands also provide coverage. 

55 



z/States may also provide: clinic services: prescribed 
drugs; dental services; prosthetic devices: eyeglasses: 
private duty nursing; physical therapy and related ser- 
vices; other diagnostic, screening, preventive and reha- 
bilitative services; emergency hospital services, skilled 
nursing facility services for persons under 21; optome- 
trist's services; podiatrist's services, chiropractor's 
services; care for patients 65 or older in institutions 
for mental diseases or tuberculosis; care for patients 
under 21 in psychiatric hospitals; institutional services 
in intermediate care facilities. Institute for Medicaid 
Management, Data on the Medicaid Program: Eligibility/ 
Servicez/Expenditures, Fiscal Years 1966-1978, DHEW, 
Washington, D.C., 1978, p. 6. 

lo/Karen Davis and Cathy Schoen, Health and the War on - 
y, a Ten Year Appraisal. Povert The Brookings Institu- 

tion, Washington, D.C., 1978, p. 55. For a listing of 
limitations on services by State as well as recent cut- 
backs see: Institute for Medicaid Management, pp. 15-18 
and 7-12. 

ll/These services are provided under a Medicaid regulation - 
42 C.F.R. S 440.170(f). In 1976, expenditures for these 
services were reported as follows: District of Columbia 
($976,361), Massachusetts (N/A); Minnesota ($1,500); 
Montana (N/A); Nebraska ($93,309); Nevada ($83,784): 
New York ($126,435,823); Oklahoma ($8,686,446); Wiscon- 
sin (N/A). DHEW, "From Simple Idea to Complex Execution: 
Home Health Services Under Titles XVIII, XIX, and XX," 
Report to the Congress pursuant to P.L. 95-142. Draft, 
January 1979, Washington, D.C. p. 25, Appendix I A-I.. 

12/These services are provided under 42 C.F.R. S 440.20 - 
(outpatient hospital services) and 42 C.F.R. 5 440.90 
(clinic services). For a complete description of adult 
day health services, see Adult Day Health Care--A Con- 
ference Report on the National Conference on Adult Day 
Care, supported by Grant No. 1 R13 HS 02580-01 from the 
National Center for Health Services Research, DHEW, May 
1979. 

13/Health Care Financing'Administration, Medicaid Statistics - --I_ 
Fiscal Year 1978, DHEW Publication No. (HCFA) 78-03154, -- 
Research Report P-5 (FY 78) (Preliminary), June 1979, 
Table 7. 

56 



14,'DHEW, "From Simple Idea to Complex Execution", p. 9. 

lS/Ibid. p. 24. -- 

16/Memo to Secretary, -_ HEW, from Inspector General, Service 
Delivery Assessment Study, February 1, 1978, p. 4. 

17/LaVor notes that, - "It is not clear why this regulation 
has not been applied more broadly, but the regulation 
is brief, and many people apparently do not fine-comb 
the regulations and it has not been widely publicized. 
Many States are fearful of the high use and cost poten- 
tial of this aspect of Medicaid." Oklahoma and New York 
are two States which have used it extensively. LaVor, 
Long-Term Care: A Challenqe to Service Systems, p. 47. 

18/Same States have shifted to Title XX's "homemaker" ser- - 
vice. In 1976 over 1 million received in-home services 
under Title XX; 90 percent were adults who gained access 
to service as an SSI recipient, AFDC recipient, or by 
being income eligible. DHEW "From Simple Idea to Complex 
Execution," p. 12. 

lf)/Karen Davis, - "Achievements and Problems of Medicaid," 
Public Health Reports, July-August 1976, Vol. 91, No. 4, 
Pa 313. 

20/Urban Systems Research and Engineering, Inc., Comprehen- 
sive Review of Medicaid Eligibility, Cambridge, Massachu- 
setts, EJEW Contract No. SRS 500-76-0014, October 31, 1977, 
PP. 4-39-44. 

Zl/Institute for Medicaid Management, p. 56. 

22/Medicaid coverage is variable by State because each State - 
sets its own eligibility standards and is variable within 
a State because to be eligible an individual must: 1) have 
a low income, 2) meet the prescribed test for resources 
and 3) belong to one of the groups designed for welfare 
eligibility. Institute for Medicaid Management, p. 1. 

23/Judith Feder and John Holahan, Financinq Health Care for 
the Elderly, Medicare, Medicaid, and Private Health In- 
surance, The Urban Institute, Washington, D.C., February 
1979, pp. 37-39. 

24/Karen Davis, p. 313. - 

57 



25/Marjorie Smith Carroll, "Private Health Insurance Plans -- 
in 1976: An Evaluation," Social Security Bulletin, Vol. -- 
41, No. 9, September 1978, p. 6. 

26/Institute for Medicaid Management, pp. 4, 5. - 

27/Robert M. Gibson and Charles R. Fisher, pp. 13, 14. - 

28/institute for Medicaid Management, p. 60. - 

29/Robert M. Gibson and Charles R. Fisher, p. 12. - 

30/ibid., pp. 12, 14. -- 

31/Ibid., p. 14. -- 

32/Ibid., p. 12. -- -- 

33/Robert M. Gibson and Charles R. Fisher, "National Health - 
Expenditures, Fiscal Year 1977,"' Social Security Bulletin, 
Vol. 41, No. 7, July 1978, p. 7; and DHEW, "From Simple 
Idea to Complex Execution," p. 6. 

34,'DHEW, "From Simple Idea to Complex Execution," p. 6. - 

35/Judith Feder and John Holahan, pp. 46, 49. - 

36/Lang Beach Geriatric Health Care System Design, Andrus - --- 
Gerontology Center, University of Southern California, 
Los Angeles, California, September 1977, p. 3. 

37/Avedis Donabedian, "Effects of Medicare and Medicaid on - 
Access to and Quality of Health Care," Public Health 
Reports, July-August 1976, Vol. 91, No. 4, p. 325. 

38/Karen Davis, "Equal Treatment and Unequal Benefits: The - 
Medicare Program," Millbank Memorial Fund Quarterly, 
53(4): Fall 1975, p. 449. 

39/Fvelyn Peel and Jack Scharff, "Current Medicare Survey - 
Report, Impact of Cost-Sharing on Use of Ambulatory 
Services Under Medicare, 1969," (October 1973), HEW 
SSA-Pub. No. 74-11702; 

40/Joint Committee on Long-Term Care Alternatives, Well- -- 
Reing in Old Age: Essential Services, Technical Report 
IV, Austin, Texas, Fall 1978,p. 64. 

58 



41/The difficulties individuals encounter in participating - 
in Medicaid through the spend-down option were assessed 
in a study of this option. In 1976 only 5 percent of 
the potentially eligible noninstitutionalized spend-down 
population in Massachusetts were being reached. Urban 
Systems Research and Engineering, Inc. Volume 1, Execu- 
tive Summary and Overall Evaluation of Medicaid Spend- -- 
down, Cambridge, Massachusetts, February 15, 1976, 
Pm 239. 

42/Joint Committee on Long-Term Care Alternatives, p. 64. - 

43/Jack Luehrs, An Introduction to Medicaid Eligibility, - 
DREW, Health Care Financing Administration, Region VI, 
p. 42. 

44/DHEW, - Institute for Medicaid Management, p. 68. 

45/ibid. -- 

46/Derived from data obtained from DHEW/HCFA. - 

47/National Center for Health Statistics, The National Nurs- - 
inq Home Survey: 1977 Summary for the United States, 
Vital and Health Statistics Series 13, No. 43, DHEW pub- 
lication No. (PHS) 79-1794, July 1979; pp. 9,.10. - 

48/Robert M. Gibson, - "National Health Expenditures, 1978," 
Health Care Financinq Review, Vol. 1, Issue 1, Summer 
1978, p. 26. 

49/National Center for Health Statistics, The National -- 
Nursinq Home Survey: 1977 Summary for the United States, 
p. 29. 

50/National Center for Health Statistics, "A Comparison of - 
Nursing Home Residents and Discharges from the 1977 
National Nursing Home Survey: United States" Advance 
Data from Vital and Health Statistics, No. 29, Public 
Health Service, Hyattsville, Maryland, May 17, 1978, 
p. 6. 

51/ibid. -- 

59 



52/Unpublished Data. - Department of Social Services, Divi- 
sion of Human Development, Office of Adult Services and 
Aging r Pierre, South Dakota, 1978. 

53/Jane Lockwood Barney, Patients in Michiqan's Nursing - 
Homes, Institute of Gerontology, The University of 
Michigan, Wayne State University, November 1973. 

54/Preliminary Findinqs-- - The Access Model, draft report pre- 
pared by the Monroe County Long Term Care Program, Inc. 
Rochester, New York, April 2, 1979, p. 13. 

55/Table prepared by staff of Monroe County Long Term Care - 
Program, Inc., Unpublished, March 27, 1979. 

56/The population of this county is approximately 200,000 - 
while Monroe county's is nearly 800,000. 

57/Data collected by Macro Systems, Silver Spring, Maryland, - 
April 1979, as part of the Monroe County Lonq Term Care 
Program Fourth Year Evaluation, to be published in Novem- 
ber 1979. 

58/"Medical Co-Op Cuts Expenses II - 
Nos. 287-288, p. 49. RobertrGr%?' 

September-October, 
"Nursing Homes-- 

Problems and Solutions," Health ReLources Coordinating 
Service, Inc., Cincinnati, Ohio. 

59/ibid. -- 

60/Budget Initiatives, - Washington State Department of Social 
and Health Services, "Nursing Home Discharge Allowance," 
April 13, 1979. 

61/Elaine M. Brody, "The Formal Support Network: Congregate - 
Treatment Setting for Residents with Senescent Brain Dys- 
function," Philadelphia Geriatric Center, Philadelphia, 
Pennsylvania, December 6-8, 1978, p. 15. 

62/Community Council of Greater New York, Dependency in the - 
Elderly of New York City: Report of a Research Utiliza- 
tion Workshop held on March 23, 1978, New York, New York, 
October 1978, pp. 21-22. 

63/Stanley J. Brody, Walter Poulshock, Carla Masciocchi, - 
"The Family Caring Unit: A Major Consideration in Long- 
Term Care Support System," The Gerontologist, Vol. 18, 
No. 6, 1978, p. 557. 

60 



64/Sandra Newman, - with James Morgan, Robert Marans, Leon 
Pastalan, Housing Adjustments of Older People, Institute 
for Social Research, The University of Michigan, Ann 
Arbor, Michigan, 1976, p. 33. 

65/ibid., p. 102. -- 

66/Richard Burton, et al-., - "Nursing Home Cost and Care: 
An Investigation of Alternatives," Center for the Study 
of Aging and Human Development, Duke University, Durham, 
North Carolina, (Revised, September 1975), p. 8. 

67/Sandra Newman, pp. 103-104. - 

68/ibid. pp. 106-107. Families confronted with the fact that 
- they could get some public help with long-term care needs 

of their relatives through nursing home placement may also 
have been influenced in the use of these facilities because 
of the effort to upgrade them in recent years. Dunlop 
states that "perhaps through no other mechanism has Medi- 
caid exerted more impact on the nursing home industry 
than through its influence on standards enforcement." 
* * * "The medical model which was followed in developing 
these standards and which has brought enlarged nursing 
staffs, nurse's stations, medical charts, pharmacies, 
and, most recently, medical directors to the nursing home 
scene, has greatly altered the nursing home image and has 
made nursing homes more acceptable settings in the minds 
of those involved in placing patients there." Burton 
David Dunlop, The Growth of Nursing Home Care, Lexington 
Books, Lexington, Massachusetts, 1979, pp. 79-80. 

69/P. L. 89-97, Section 1902(a)(17)(D) removed from adults - 
the responsibility of being billed for medical care of 
elderly, impoverished parents. The removal of this pro- 
hibition, in conjunction with other sections of the Act, 
has had, according to authors of a recent history of the 
Medicaid program, an important effect on expanded utili- 
zation of nursing homes. Robert Stevens and Rosemary 
Stevens, Welfare Medicine In America: A Case Study of 
Medicaid, The Free Press, New York, 1974, p. 68. 

61 



70/Problems in Medicaid eligibility have been compounded be- 
-- cause of the requirement to follow the basic eligibility 

practices established for the cash assistance programs 
(e.g., SSI). This relationship has been noted because: 
1) medical payments for the institutionalized elderly 
exceed SSI cash payments to all aged; and 2) 70.5 percent 
of Medicaid expenditures for the aged go to persons re- 
ceiving no cash assistance (in FY 1975). See Urban Sys- 
tems Research and Engineering, Inc., Comprehensive Review 
of Medicaid Eliqibility, pp. 4-45-46, and Institute for 
Medicaid Management, p. 68. 

71/ibid., pp. 3-71, 4-50. -- 

72/Ibid., pp. 3-67-68. -- 

73/Legislation has been introduced in this Congress to - 
restrict the transfer of assets for SSI and Medicaid eli- 
gibility. Section 24 of S. 505 (Medicare-Medicaid Adminis- 
trative and Reimbursement Reform) would authorize States 
at their option to deny eligibility for Medicaid in cases 
where an otherwise eligible aged, blind, or disabled per- 
son disposes of significant assets by giving them away 
or selling them for substantially less than their fair 
market value in order to establish Medicaid eligibility. 
In addition, HR 4321, part of the administration's public 
assistance legislation, would restrict SSI and Medicaid 
eligibility for persons who transferred their assets 
valued at $3,000 or more without compensation. The period 
of ineligibility would be 6 to 24 months depending on the 
amount transferred. 

74/Urban Systems Research and Engineering, Inc., Comprehensive - 
Review of Medicaid Eligibility, pp. 4-51. 

75/ibid., pp. 4-51-52. --- 

76/Ibid. -- 

77/George L. Maddox, "The Patient and His Family," In Sylvia - 
Sherwood (ea.), The Hidden Patient: Knowledqe and Action 
in Long-Term Care, New York, Spectrum Publications (1975) 
cited in Robert H. Binstock, Ethel Shanas (eds), Handbook 
of Aqing and Social Services, Van Nostrand Reinhold Com- 
paw I New York, 1976, p. 611. 

62 



78/Barbara Silverstone, "An Overview of Research on Informal - 
supports: Implications for Policy and Practices," 
Cleveland, Ohio, presented at Gerontological Society 
Meeting, Texas, November 17, 1978, p. 3. 

79/Community Council of Greater New York, p. 5. - 

63 



CHAPTER 3 

AVOIDABLE ADMISSIONS RESULT FROM DIFFICULTIES 

ENCOUNTERED IN OBTAINING COMMUNITY-BASED LONG-TERM CARE 

Financial barriers are only one of the problems con- 
tributing to avoidable nursing home utilization. There 
are several other crucial factors which encourage the use 
of institutional services even when this level of long- 
term care is not required or preferred. Many chronically 
impaired elderly have been placed in nursing homes because 
of: 

--A lack of information about noninstitutional long- 
term care options: 

--The difficulties involved in locating and obtaining 
the appropriate mix of health and social services 
from the fragmented and confusing array of public 
and private service providers; 

--The inability to obtain all the essential community 
services because the individual cannot meet the eli- 
gibility criteria for each service and cannot afford 
to purchase this care; 

--The unavailability of the noninstitutional long-term 
care services and housing options required to permit 
an individual to remain in the community; 

--The inability of their families to continue bearing 
the emotional, physical, and financial strain of 
providing care in the absence of any support from 
public programs; and 

--The tendency of the professionals assisting the 
elderly (physicians, social workers, hospital dis- 
charge planners) to recommend nursing home placement 
because they lack the time or the expertise to plan, 
arrange, and coordinate the community services needed 
to enable the elderly individual to remain in the 
community. 
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MANY NURSING HOME ADMISSIONS OCCUR WITHOUT CAREFUL 
CONSIDERATION OF COMMUNITY LONG-TERM CARE OPTIONS 

Despite the potentially high human and financial costs of 
institutionalization, many elderly are admitted to a nursing 
home without adequate exploration of long-term care service 
options in the community. According to one observer, the 
most striking feature of the decisionmaking process leading 
to institutionalization is the "absence of order and careful 
consideration." lJ This view of the nursing home admissions 
process is supported by the results of the 1976 Survey of 
Institutionalized Persons. Surveyors asked the relatives of 
elderly nursing home residents if other care options were in- 
vestigated at the time of admission. The results show that 
53 percent of the families (477,000 out of 908,500) did 
not. Z2/ 

Research studies have indicated that the elderly and 
their families may not investigate community long-term care 
arrangements because they lack the time or knowledge rather 
than because they prefer institutional care. Frequently, 
they do not receive any information or assistance from pro- 
fessionals in seeking noninstitutional long-term care options. 

A personal or family crisis may precipitate a 
nursing home admission 

For many elderly, admission to a nursing home is precip- 
itated by a crisis situation such as the death of a spouse, 
an acute illness, or mounting strain on the family. Prior 
to the crisis, institutionalization may never have been con- 
sidered by the elderly or their families. For example, clin- 
ical findings from a study of applicants to a long-term care 
facility in Boston indicate that "husbands and wives--even 
when both are suffering from substantial physical disabili- 
ties-- can often maintain themselves in the community in a 
complementary relationship to each other. Should one be 
removed from the household by death or hospitalization, the 
other may no longer be able to function independently in the 
community." A/ 

Many chronically impaired elderly are able to manage in 
the community until they develop an acute illness which 
results in the need for a greater level of care. Nursing 
home placements may appear to be the only viable option if 
there is no one available to provide the more intensive level 
of care required to permit the individual to safely remain at 
home. In cases where the aged person has been hospitalized, 
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the physician may be reluctant to release the patient to the 
community if there is no one to provide the necessary care 
and supervision. In 1977, approximately 32.3 percent of all 
nursing home residents were admitted directly from an acute 
care hospital. 4,' These nursing home placements are often 
"precipitated at the eleventh hour" by the physician when 
acute care is no longer needed. 5/ In many cases, the hos- 
pital utilization review committee or Professional Standards 
Review Organization which is charged with eliminating unnec- 
essary hospital care creates pressure on the hospital to 
quickly transfer the patient to a lower level of care and 
frequently the nursing home is the only care available. 

Another frequently cited reason for nursing home admis- 
sion is the strain on the family members caused by a chron- 
ically impaired elderly member. Caring for an impaired 
individual on a long-term basis can place physical, emotional 
and financial burdens on a family, particularly when assist- 
ance with daily activities is required. A family may reach 
the breaking point if it must provide this care without any 
outside assistance or temporary relief. 

The results from the 1976 Survey of Institutionalized 
Persons indicate that an elderly person can be a source of 
strain in some families prior to nursing home admission. 6/ 
When interviewers asked the 274,800 families who had live3 
with the elderly nursing home resident just prior to admis- 
sion whether the elderly person had caused a strain on the 
family, 37 percent said yes. z/ Of these, 74.4 percent said 
they experienced strain prior to their elderly relative's 
admission to a nursing home; 22.2 percent reported strain 
both before and after institutionalization; and 3.4 percent 
said the strain began after the person entered the nursing 
home. 

Professionals fail to inform elderly of 
community service options in lieu of nursing -- 
home p lacement -- 

When a change in the care or living arrangements of a 
chronically impaired person is required, either as a result 
of a crisis or a gradually increasing need for assistance 
in daily activities, many,people lack adequate knowledge of 
long-term care options. For example, although New York City 
operates three home care programs for Medicaid-eligible per- 
sons, a survey of 85 eligible elderly in need of home care 
revealed that 45 percent were unaware of their entitlement 
to these services. Q' Similarly, an Illinois survey of the 
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relatives of elderly persons recently admitted to a long- 
term care facility found that of those who felt that com- 
munity services could have helped, approximately 80 percent 
were unaware of available community services. 2,' Many of 
these families perceived only two alternatives--caring for 
an elderly person in their home or placement in an 
institution. 

Community-based long-term care options may never be 
considered because the professionals who assist the elderly 
and their families in arranging long-term care--social serv- 
ice department case workers, hospital discharge planners, 
and physicians --are often unaware of, or too busy to 
explore, alternatives to institutionalization. Assembling 
the appropriate package of services can take several hours 
or several days, depending on the complexity of the indi- 
vidual's problems and the types of services available. 
Consequently, for professionals with heavy caseloads, it is 
much easier to admit the aged person to a nursing home. In 
addition to the time constraint, the professional may feel 
that home-based care would be unsafe for the client because 
there is no one to assume responsibility for monitoring the 
patient's care on a continuing basis or because the serv- 
ices required by the patient are not available. 

The New York State Moreland Commission investigation 
of nursing homes reported that "those making placement deci- 
sions in the field * * * are usually in a hurry and in many 
cases do not consider alternatives to institutional care 
even when these may be more suitable--and more economical 
than a nursing home or other institutional placement." g/ 
An audit of the South Carolina Medicaid program by the 
State Legislative Audit Council found that 30 percent of 
nursing home patients could have remained in their own 
homes given the necessary support services. ll/ The audit 
revealed that a person applying for Medicaidcoverage of 
nursing home care at the State Department of Social Services 
would probably not be informed about possible alternatives. 
According to a study of long-term care services in New York 
and New Jersey, social service department case workers were 
often unaware of community-based services. 12,' - 

Elderly persons applying.to a nursing home while in the 
hospital are also unlikely to receive meaningful assistance 
in seeking other options, despite the existence of hospital 
discharge planning programs. Technically the discharge plan- 
ner's mission is to develop the most appropriate long-term 
care plan for the patient based on a careful assessment of 
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the patient's medical and social needs. In practice, however, 
the hospital discharge planners often devote their time to 
finding an available nursing home bed for a patient because 
they lack sufficient information or time to explore and 
obtain community-based long-term care services. 

One study of discharge planning revealed that "in con- 
cept? such a service is very useful and necessary. In prac- 
tice, however, discharge planning is a neglected function; 
in the majority of hospitals, it is underfunded and under- 
staffed." 13/ A 1978 survey of long-term care programs in 
Texas concluded that one of the barriers to providing 
community-based care to the chronically disabled is the lack 
of discharge planners in many hospitals. 14,~' Similarly, the 
New York State Office of Health Systems MGagement views the 
serious weakness in hospital discharge planning as a stum- 
bling block to ensuring the appropriate delivery of a full 
range of long-term care programs to the chronically disabled 
population. 15/ - 

In some cases, the discharge planner may not be ade- 
quately informed about community-based long-term care serv- 
ices. At the HEW Regional Public Hearings on Home Health 
Care in 1976, witnesses testified that there is a lack of 
communication between hospital discharge planners and home 
health agencies, and as a result, discharge planners refer 
clients to nursing homes because they do not know about 
home care. 16,' Similar testimony was obtained in public 
hearings held in Texas in 1978. 17/ - 

Frequently hospital discharge planners are not given 
enough time to adequately assess the patient's needs and 
arrange the appropriate long-term care services because: 

--they were not consulted until the patient was ready 
to be discharged, 

--they are under pressure from the hospital administra- 
tion and the utilization review committees to reduce 
the patient's unnecessary stay in a costly hospital 
bed. 

A 1978 study of the hospital social worker's role in the 
discharge planning process, for elderly patients found that 
both of these factors contributed to the limited amount of 
time that was spent in arranging for long-term care. 18/ 
The study results indicate that the social worker spent an 
average of 5 hours on each nursing home placement, of which 
only 1 hour was spent with the elderly patient. Typically, 
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elderly patients were referred to the social worker after 
they had spent 10.8 days in the hospital, which was over 
half of their total stay. 19/ As a result of last minute 
referrals, heavy caseloads7 and the hospital administrator's 
expectation that patients will be efficiently discharged, 
the social worker often had little time to do anything other 
than to locate a nursing home bed and arrange for the pa- 
tient's transfer. 

Physicians generally play the most important role in 
the decision to institutionalize an elderly person. In 
some cases, the physician is the first to suggest nursing 
home placement, while in others, the physician is consulted 
after the decision has been made to seek institutional care. 
For Medicaid and Medicare patients, a physician's partici- 
pation in the decision is mandatory because Federal law 
requires a medical certification of need for nursing home 
placement as a means of preventing inappropriate utiliza- 
tion. However, the physician is often more likely to encour- 
age rather than deter institutionalization because of a lack 
of awareness of alternatives, a narrowly focused medical 
view of the patient's needs, and an unwillingness or inabil- 
ity to oversee the packaging and coordination of the serv- 
ices required to keep the person' in the community. 

One of the commonly cited causes of avoidable nursing 
home admissions is the general lack of knowledge about 
community-based long-term care services within the medical 
community. One study of 100 community referrals to a home 
care program in New York State found that in only 28 cases 
did a physician have some role, however limited, in recom- 
mending home care. 20,' For the 58 persons who were referred 
to home care withoura doctor's recommendation, 51 had seen 
a doctor within 3 months of the referral and 33 were assessed 
as needing home care. 

A 1978 Texas study of the process leading to nursing 
home placement concluded that physicians not only exercise 
the greatest control over the decision to institutionalize 
a patient, but that they often bypass other professionals 
in the decisionmaking process. 21,' The study results are 
based on a survey of 2,077 physicians with a 34 percent 
response rate and a survey of.122 community service providers 
with a 74 percent response rate. The results indicate that 
only 10.8 percent of the responding physicians consult with 
hospital discharge planners and only 19.1 percent consult 
with social workers during the admissions process. 22/ -- 
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According to one regional director of the Texas Community 
Care Program which provides social services to low-income 
aged, blind and disabled individuals, 60 percent of all Med- 
icaid nursing home placements are made without consulting 
the program staff to determine the appropriateness of com- 
munity care. 23/ - 

Furthermore, the results of the service provider survey 
reveal "a disturbing lack of physician referrals to commu- 
nity care services.m 24/ The results indicate that 31 per- 
cent of the home health agencies' clients, 8 percent of the 
homemaker/chore agencies' clients, and 5 percent of the 
meals agencies' clients were referred by physicians. How- 
ever, of the physicians who responded to the question regard- 
ing what services would have prevented the institutionaliza- 
tion of some of their patients, 24 percent said medical or 
nursing care; 35 percent said housekeeping and meal assist- 
ance: and 14 percent said grocery shopping and errand 
assistance. 25/ - 

The authors of a Massachusetts study on home care con- 
cluded that "health professionals are probably more ignorant 
of its purposes, potentials and limitations than almost any 
other component of the health system." 26/ The fact that 
most physicians do not receive any formal training in commu- 
nity health or geriatrics while in medical school partially 
explains their ignorance of and, according to some critics, 
their disinterest in, community-based long-term care serv- 
ices. A recent Institute of Medicine report on the treat- 
ment of geriatrics in medical education concludes 'that phy- 
sicians need to be informed about the range of health and 
social services available because they serve as the "gate- 
keepers" in allocating services to the elderly. 27/ Con- 
sequently, the authors recommend that medical schools 
include experience in nursing homes, home health programs 
and other noninstitutional long-term care programs in train- 
ing physicians. 

THE ELDERLY WHO ATTEMPT TO ARRANGE 
COMMUNITY-BASED LONG-TERM CARE OFTEN 
ENCOUNTER SERIOUS OBSTACLES 

Many chronically impaired elderly and their families do 
attempt to arrange home-based services before seeking nurs- 
ing home admission. However, these efforts frequently end 
in frustration because community-based long-term care can be 
extremely difficult to plan and obtain due to the complexity 
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of the chronically impaired elderly's problems and the frag- 
mentation and gaps in the services available in the commu- 
nity. Consequently, for many elderly the determining factor 
in the decision to enter a nursing home is their inability 
to obtain a suitable package of services to permit them to 
remain safely in their homes. 

Arranging community-based long-term care 
can be complex because chronic 
conditions create multidimensional 
problems for the elderly 

Arranging community-based long-term care can often be a 
complicated task because of the nature of chronic diseases in 
the elderly. The presence of just one chronic condition can 
impair an elderly person's ability to perform basic func- 
tions of daily living, such as bathing, eating, and dressing. 
The elderly who have one chronic disability are likely to 
have multiple impairments, often a mix of physical and mental 
problems. A chronically impaired aged person may have flare- 
ups of acute illnesses which temporarily require increased 
levels of care. Chronic impairments can in turn interact with 
a variety of social, psychological, environmental, and eco- 
nomic conditions to create multidimensional problems for the 
elderly in coping independently with everyday life. 

Because the problems created by chronic conditions are 
complex and interlocking, the impaired elderly often require 
a mix of medical, social, economic, and mental health serv- 
ices to prevent or delay institutionalization. Frequently, 
no single long-term care service is sufficient to meet their 
multidimensional needs. The services required to maintain 
the elderly in their homes range from skilled medical and 
nursing care to housekeeping, transportation and home 
repairs. 

The following case study illustrates the multifaceted 
problems which can threaten a chronically impaired elderly's 
ability to remain in the community. 

Mrs. A is a 68-year-old widow living in her own, 
five room cluttered house. She is obese, pale 
and disheveled and moves .i.n a hesitant, unsteady 
fashion. Her speech is slow and slurred. Her 
primary problems revolve around feelings of nausea 
and dizziness and an unsteady gait resulting in 
decreased mobility. She is not maintaining a 
therapeutic diet for diabetes and her diet is 
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nutritionally deficient. Her limited visual acu- 
ity caused her to read with difficulty using a 
magnifying glass and, therefore, her previously 
enjoyed activities of reading and sewing were no 
longer possible. She was aware of her unsafe 
environment created by outside steps overgrown 
with vines and by icy, snow-covered ground. The 
dirty clutter inside her house inhibited her move- 
ments and constituted a fire hazard. Pervasive 
throughout her conversation are expressions of 
loneliness, isolation, and depression and a 
worry about money and health. Isolation stems 
from her inability to socialize with peers due 
to a lack of transportation. Mrs. A says she 
is ready to give up the struggle of maintaining 
herself and feels inadequate in coping with her 
problems. 28,~' - 

Mrs. A was able to stay out of an institution because 
she was provided with the following services: 

--A complete medical examination which revealed the 
need for discontinuing her tranquilizer. 

--An eye examination and new eye glasses. 

--Snow shoveling. 

--Cab transportation for such tasks as grocery shop- 
ping and medical appointments. 

--Financial assistance with medications and additional 
health care services. 

--Mental health counseling services to help with feel- 
ings of depression. 

Because the chronically impaired elderly's conditions 
often fluctuate, changes may be necessary in the level and 
type of services provided. The following case study illus- 
trates how a flareup of an acute illness can result in the 
temporary need for a higher level of services. 

Mr. B is a retired university professor who became 
a double amputee as a result of a car accident. He 
has been fitted with prostheses and can usually walk 
with the assistance of a cane. Mr. B encountered 
multiple problems. The swelling and ulceration of 
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his stumps made it impossible to use his prostheses. 
He also complained of severe congestion, stomach 
pain, and fatigue. His apartment, in a condemned 
building, was without heat. Mr. B had become 
extremely depressed and isolated. z/ 

The following services were provided to Mr. B to enable 
him to remain in the community: 

--The furnace in his old apartment was repaired and 
assistance was provided in finding a new apartment. 

--Medical treatment. 

--Transportation for medical appointments. 

--Employment counselor found Mr. B a part-time job. 

--Homemaking services. 

--Friendly visitors. 

--Home-delivered meals. 

When Mr. B recovered from his acute illness, he no longer 
required home-delivered meals or transportation services. 

The elderly often have trouble locating 
the appropriate services because of 
the fragmented and confusing array 
of service providers 

Arranging a package. of community-based services to meet 
the chronically impaired elderly's multifaceted needs can be 
a highly frustrating if not impossible task because of the 
fragmentation, lack of coordination, and gaps in the long- 
term care system. This "system" is really a conglomeration 
of several Federal, State, and local programs, each of which 
provides specific types of services, such as medical care, 
nutrition, or social services. Each program has its own 
administrative unit, eligibility requirements, and financing 
mechanisms. Figure 10 displays the complex array of Federal 
programs which compose the long-term care system. At the 
local level, this system can become even more confusing be- 
cause of the addition of State and local programs, as well 
as voluntary and proprietary service providers. 
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Figure 10 

Major Federal Programs Funding Community Services 

for the Elderly 

Federal Fundi- 
Service Needs of the 
ChronicaUyJmwMElderlv 

I Admrmstratron on Aging 

L Veterans Administration 

t Housrng and Urban Development 

Medrcard (Title XIX of the 
Social Securrty Act) 

Medrcal servrces 

Home nursing services 

ome health aide 

Medrcare (Title XVIII of the 
Soclal Security Act) 

omemaker services 

Personal care 

Chore/home repair Services 

Socrai Servrces (Title XX of the 
Socral Security Act) 

Home-delivered meals 

Shopping assistance 

Transportation 

Supplemental Security Income (Tit1 
XVI of the Socral Security Act) 

Housing assistance 

Congregate housingidomrcrlrary 
homes/adult foster care 

Resprte care 

Congregate meals 

Day hospital services 

Social/recreatronal services 

Legal and financral counseling 

Mental health services 

Information and Referral 
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The problems caused by the fragmentation of responsi- 
bility for long-term care have been well documented in con- 
gressional and executive branch hearings, as well as in the 
long-term care literature. When HEW held a series of pub- 
lic hearings on home health care services in 1976, one of 
the areas of greatest concern and consensus among witnesses 
was the inability of individuals and their families to deal 
with the fragmented, uncoordinated array of home health and 
support services. 30,' This issue was also raised repeatedly 
by witnesses in 1978 public hearings on community-based 
long-term care in Texas. 31/ Because each service focuses 
on a specific human problem or target group, no single pro- 
gram can meet the chronically impaired elderly's multifac- 
eted needs. Consequently, the elderly who prefer noninsti- 
tutional long-term care must contend with a bewildering maze 
of public and private service providers to locate and obtain 
the appropriate types of assistance. Because service pro- 
viders offer different types of services or the same service 
under different names, the elderly often find it very diffi- 
cult to identify the providers who can best meet their needs. 

For example, agencies providing home care services use 
several titles for nonprofessional, personal support aides 
such as home health aides, homemakers, home attendants, and 
homemaker-home health aides. The distinction drawn between 
the homemaker and the home health aide is a result of the 
fragmentation of funding between health programs (Medicare 
and Medicaid) and social services programs (Title XX of the 
Social Security Act). Medicaid and Medicare reimburse for 
the services of a "home health aide" who provides personal 
care services, such as assisting with bathing, exercises, and 
medications, and also keeps the bedroom and bathroom area 
clean and safe. Title XX, a Federal grant program to the 
States for a variety of social services, reimburses "home- 
makers" for providing assistance in cleaning, laundry and 
cooking as well as with some types of personal care. The 
distinction between the services provided under Medicaid and 
Title XX is becoming even more blurred since a few States 
have begun reclassifying social problems as health problems 
to replace scarce Title XX funds, which have a cap, with 
open-ended Medicaid funds. 

The chronically impaired elderly who attempt to assem- 
ble a package of community services often have to make sep- 
arate trips to several agencies, each with its own applica- 
tion forms and assessment procedures. For example, an aged 
person may have to apply separately for Medicaid, Title XX 
homemaker services, meals-on-wheels, transportation services, 
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and visiting nurse services. Typically, each agency will 
make an individual assessment of the client's eligibility 
for its services. Efforts to arrange home-based care may 
fail because the client is found ineligible for one or more 
of the services. 

In most communities, there is no central organization 
or professional to whom the chronically impaired elderly and 
their families can turn for assistance in locating and coord- 
inating the services for which they are eligible or in fact 
need. Because of the fragmentation in human service pro- 
grams, many public and private service providers offer infor- 
mation and referral (I&R) services which are designed to 
assist clients in locating services appropriate to their 
needs. However, our recent study of I&R providers concluded 
that these agencies have become part of the maze they were 
supposed to penetrate because their services are fragmented, 
uncoordinated, and targeted on specific services or clien- 
tele groups. 32/ - 

To coordinate and expand local community services for 
the elderly, the Older Americans Act established 560 Area 
Agencies on Aging (AAA) which are administered by HEW's 
Administration on Aging. The Comprehensive Older Americans 
Act Amendments of 1978 expanded the role of the AAA's. 
The Act also authorizes the establishment of model projects 
and demonstration grants to test methods of developing com- 
prehensive, coordinated systems of delivering community serv- 
ices to the elderly. 

Varyinq eliqibility criteria may 
prevent the elderly from obtaininq 
all the services needed 

Eligibility criteria are often based on factors other 
than client need such as income level, age, or geographic 
location. Those who cannot afford to pay foA. services 
either go without assistance or use only those services for 
which they can receive reimbursement. "TO the extent that 
in-home health services are dictated by available funding, 
patients will not be able to obtain services which are appro- 
priate in type, frequency, or duration." 33,' - 

For example, an elderly person may be eligible for Med- 
icare home nursing care but ineligible for Title XX home- 
maker services because the State has established a very low 
income requirement. Under Title XX, the States have the 
authority to set any eligibility requirements, provided they 
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do not exceed 115 percent of the State median income. Recent 
studies indicate that States often set low income require- 
ments as a means of limiting the size of the eligible popu- 
lation because only a fraction of the State's social service 
needs can be met given the ceiling on Title XX funds. A 
1977 study of Title XX home services in New York and New 
Jersey found that in New York State, which permits each 
county individually to establish the income limits, the max- 
imum eligibility level for homemaker services ranges from 
38.75 percent to 62 percent of State median income. 34/ In 
New Jersey, the maximum income level for homemaker services 
is approximately 80 percent of the median income. In Texas, 
according to a 1978 study, the elderly cannot have incomes 
above 60 percent of the State median income to be eligible 
for Title XX services. 35/ - 

One of the goals of a recent New York City study was to 
determine the types of services which chronically impaired 
clients would use if they were not restricted to services 
reimbursed by third-party payers or to the limited range of 
services provided by a traditional home health agency. 36/ 
The research project, jointly established by the Visiting 
Nurse Service of New York and the New York City Health 
Systems Agency, used grant funds to pay for all services and 
clients normally not covered by the fragmented reimbursement 
system. The study population comprised 420 chronically 
impaired adults with varying degrees of functional limita- 
tions. Thirty-three percent were totally dependent on others 
for personal care; 28 percent needed help in one or more 
activities of daily living; 39 percent required only assistance 
in housekeeping and shopping. Approximately 50 percent were 
over 75 years of age, and 80 percent were over 65 years. 
All but 4 percent had Medicare, Medicaid or private insurance 
coverage. 

The study results indicate that: a) a major barrier to 
providing the necessary range of home health care services 
is the lack of third-party reimbursement for a number of 
essential services; and that b) a wider range of services 
is required by the chronically impaired than is normally 
provided by a home health agency such as the Visiting 
Nurse Service. One-third of the costs of all services uti- 
lized was not reimbursed by third-party payers: 43 percent 
of these costs were for housekeeping and home attendant serv- 
ices. One-half of the total costs was for services obtained 
from providers other than the home health agency. The 
authors concluded that 
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"home health agencies need to consider whether or 
not they are providing an adequate scope and array 
of direct home health services." 37/ - 

The range of services provided included physician, nurse, 
home health aide services, housekeeper and home attendant 
services, physical and other special therapies, social work, 
transportation, equipment and supplies, and laboratory 
services. 

ESSENTIAL HOME SERVICES MAY BE 
UNAVAILABLE IN THE COMMUNITY 

One of the major barriers faced by many elderly and 
their families in attempting to arrange noninstitutional 
long-term care is the lack of essential types of services-- 
including home-delivered services; support services for fam- 
ily members who care for their disabled kin; and a range of 
housing options. 

In many areas, particularly rural ones, community-based 
long-term care services are nonexistent or in short supply. 
Several local research and demonstration projects designed 
to provide the elderly with a coordinated package of home- 
based long-term care services as an alternative to nursing 
homes discover that they must first develop and expand the 
number and type of services available in the area. For 
example, Triage, Inc., an HEW funded research and demonstra- 
tion project providing comprehensive health and social serv- 
ices to the elderly, found that a number of vital home-deliv- 
ered services were not available in its service area--a 
seven-town, urban-rural region in Connecticut. 38/ Meals-on- 
wheels and transportation services were virtually nonexistent. 
Home services were not available on a 24-hour, 7-day-a-week 
basis. Physicians' services, drugs, medical supplies, and 
laboratory tests were inaccessible to the homebound elderly. 
Since its inception, Triage has been successful in filling 
these critical service gaps by developing contracts with 196 
service providers (as of June 1978) for a wide range of 
services. 

Even when services exist in the community, the supply 
is often too meager to meet the demand. For example, the 
study of Title XX services in New York and New Jersey found 
that although social services are ostensibly available to the 
elderly under the State Title XX plan, for all intents and 
purposes they are unavailable. 39/ For example, in 1976, 
New Jersey provided in-home services to fewer than 5,000 
persons. 40/ - 
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Support services may be unavailable to 
families providing lonq-term care 

The critical role families play in preventing the insti- 
tutionalization of their chronically impaired elderly kin 
has been well documented. 41,' Most families are strongly 
committed to keeping theirchronically impaired elderly mem- 
bers in the community for as long as possible, often in spite 
of enormous psychological, physical, and economic burdens. 
However, because there are no financial or social supports 
available to relatives providing long-term care, families may 
reach the point where they are no longer capable of continuing 
this care and they may be forced to turn to a nursing home. 

Several studies indicate that families provide or are 
willing to provide long-term care to their elderly relatives. 
An analysis of data from a survey of the aged conducted in 
1957, 1962, and 1975 revealed that "the family is the pri- 
mary basis of security for adults in later life." 42/ The 
survey results indicate that although the proportion of 
elderly who live with one of their children has declined, 
the proportion of elderly living within 10 minutes distance 
of one of their children has increased. 43,' This trend re- 
flects the preferences of both the elderly and their families 
to live in separate households while maintaining close ties. 

A 1977 study of the willingness of families to care for 
aged members found that 81 percent of 356 families surveyed 
would accept an older person into their homes in some cir- 
cumstances. 44/ Only 19 percent would not accept an aged 
person in their home under any conditions. A Florida survey 
of individuals using in-home health services found that the 
clients, families, and friends were committed to keeping the 
client at home even when physical problems warranted institu- 
tionalization. 45/ Twenty-six percent of the clients inter- 
viewed had spentsome time in a nursing home, an experience 
which apparently had reinforced their determination to stay 
at home, often with great difficulty. 

Studies of the problems experienced by families in car- 
ing for their chronically impaired members reveal the need 
for several types of family support services to relieve 
strain and assist them in continuing to provide care. The 
support services needed include 

--counseling services to help the family arrange serv- 
ices, cope with emotional stress, and handle legal 
and financial matters: 
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--an array of home-based health and social services to 
alleviate the physical and emotional burden of pro- 
viding constant assistance to the chronically im- 
paired elderly with daily living (eating, bathing, 
etc.) and basic maintenance activities (housework, 
laundry, etc.); 

--day-care programs providing health and social services 
to the elderly who are not housebound to enable fam- 
ily members to be employed or obtain relief; and 

--respite care services which permit the family members 
to place the elderly person in another living arrange- 
ment (e.g., a nursing home or some other facility) on 
a temporary basis to permit them to have a break or 
take a vacation. 

A critical gap in lonq-term care services is 
the lack of housing options 

The lack of an adequate range and supply of housing 
options between independent living supported by community 
services and the nursing home is viewed by many as the most 
critical gap in community-based long-term care services. 
“Suitable housing and adequate income maintenance are two of 
the preconditions for effective community care.” 46/ Many 
chronically impaired elderly do not need the levelof services 
provided in a nursing home but require a greater level 
of supervision and services than can be realistically pro- 
vided to an individual living alone in a private residence. 
The types of housing facilities which provide this less inten- 
sive level of long-term care, generally referred to as “con- 
gregate care,” include 

a) buildings with separate apartment units which pro- 
vide some health and social support services, and 

b) buildings with common kitchen and dining facili- 
ties which provide supervision and personal care 
services (variously referred to as domiciliary care, 
shelter care, adult foster care, and board and care 
facilities). 

The need for congregate care facilities is estimated to 
be greater than that for nursing home care. 47/ Interviews 
with State officials in 10 sample States andwith local 
service provider and planning agency personnel indicate that 
the single most critical need in long-term care is for an 
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expanded supply of congregate care facilities. 48,' In areas 
where there is a tight supply of congregate facilities and 
community support services, many individuals may be placed 
in nursing homes to obtain long-term care. "This results in 
substantial inappropriate institutionalization in medical fa- 
cilities and an accompanying drain on Medicaid dollars.“ 49/ - 

The importance of suitable housing to the chronically 
impaired elderly emerged during a Worcester, Massachusetts 
demonstration project designed to test the effectiveness of 
comprehensive home services as an alternative to institu- 
tionalization. The majority of the institutionalized cli- 
ents in the project's experimental group who were judged to 
be candidates for community care were unable to return to 
community living because of the lack of appropriate housing. 
50/ The final report on the project concluded that housing 
Zi equally, if not more, important than community services 
in ensuring appropriate care for the elderly. 51,' - 

The lack of adequate reimbursement and financing for 
congregate care has been frequently cited as a cause for the 
inadequate supply of these facilities which leads to unnec- 
essary nursing home admissions. 52,' An indirect source of 
public support for congregate care is the Supplemental Secu- 
rity Income (SSI) program (Title XVI of the Social Security 
Act) which is a cash assistance program providing a minimum 
monthly payment to aged, blind and disabled poor. States 
must supplement the Federal payment if it is less than the 
public assistance payments provided in the State prior to the 
Federal establishment of the SSI program in January, 1974. 
States have the option of making additional supplemental 
payments, which in many States are used to purchase congre- 
gate care. Federal and State SSI payments used to purchase 
congregate care are only a fraction of Medicaid's expendi- 
tures for nursing home care. For example, in FY 1976, SSI 
payments for congregate care totaled $296 million compared 
to $5.3 billion in Medicaid nursing home payments. 

Summary 

Many chronically impaired elderly are admitted to 
nursing homes without first exploring noninstitutional 
long-term care options, while.others enter as a last 
resort after fruitless attempts to obtain and finance 
community-based long-term care services. 

The chronically impaired elderly are often placed 
in nursing homes without consideration of noninstitutional 
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long-term care services because of a lack of awareness of 
community-based options or because a crisis, such as an 
acute illness or a breakdown of family support, makes 
institutionalization seem essential. Many elderly are 
transferred directly from the hospital to a nursing home 
because they require a higher level of care than they 
usually receive in their homes and there is no one to plan, 
arrange, and administer this care. Although families are 
committed to keeping their chronically impaired elderly 
members in the community, they may be forced to seek nursing 
home placement when they have exhausted their physical, 
emotional, or financial resources in providing long-term 
care themselves because public policies provide them little 
if any economic or social support. 

Even when noninstitutional solutions to their long-term 
care problems are sought, it is often impossible to assemble 
or finance the mix of health and social services needed by 
the chronically impaired elderly to enable them to remain 
in the community. Essential services are often nonexistent, 
in short supply, or unavailable on a 24-hour, 7-day-a-week 
basis in the community. A particularly critical gap in long- 
term care services is the lack of congregate housing arrange- 
ments. Community services are offered by a confusing amal- 
gam of public and private agencies which typically focus on 
a specific human need, such as nutrition or medical care, or 
a particular target group. Each service may entail a differ- 
ent needs assessment, application form, and eligibility 
standard. 

Frequently, the chronically impaired elderly and their 
families are incapable of negotiating the maze of service 
providers alone, yet they have no one to ask for assist- 
ance. In most communities, no central organization has the 
responsibility to assist the elderly in planning, coordina- 
ting, and monitoring noninstitutional long-term care serv- 
ices. Physicians, social workers, and hospital discharge 
planners, who typically assist the elderly, often lack the 
time or expertise needed to assume this coordinating func- 
tion. Unless there is some individual or organization to 
take responsibility for monitoring the quality and appropri- 
ateness of the services provided, community long-term care 
arrangements could endanger the health and safety of the 
chronically impaired elderly. 
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CHAPTER 4 

MEDICAID'S ASSESSMENT AND PLACEMENT MECHANISMS DO NOT -- 

PREVENT AVOIDABLE INSTITUTIONALIZATION 

Identifying the type of long-term care services most 
suitable for a chronically impaired elderly person requires 
effective procedures for assessing the individual's needs 
and preferences. Effective assessment procedures are partic- 
ularly important in assuring appropriate nursing home place- 
ment because the present system of financing and delivering 
long-term care creates strong incentives to institutionalize 
the chronically impaired elderly even when they have the 
potential and desire to remain in the community. 

To guard against Medicaid payments for unnecessary insti- 
tutional services, the Social Security Act establishes several 
assessment mechanisms to assure that the nursing home care 
provided to Medicaid recipients is appropriate to their needs. 
However, these assessment mechanisms have not enabled Medicaid 
adequately to control avoidable institutionalization because 
of several problems in their design. In addition, Medicaid 
has no review authority over the admissions of private pay 
patients who later may convert to Medicaid. Because they 
pay higher rates than payments made for Medicaid patients, 
private pay patients have greater access to nursing home care. 

ASSESSMENTS MUST HAVE A COMPREHENSIVE CONTENT TO 
ENSURE APPROPRIATE PLACEMENT DECISIONS - 

The purpose of an assessment is to identify the chroni- 
cally impaired elderly's long-term care needs and to match 
those needs to the most appropriate type and level of serv- 
ices. Because the chronically impaired elderly often face 
interlocking physical, mental, social, economic, and housing 
problems, assessment procedures must be comprehensive to 
provide an adequate basis for planning long-term care serv- 
ices. A comprehensive assessment generally includes: 

--a medical examination; 

--an evaluation of the individual's ability to perform 
activities of daily living (bathing, eating, walking) 
aS Well as other essential activities (Shopping, 
cleaning, meal preparation); 

--a psychosocial evaluation encompassing the individual's 
emotional condition, mental functioning, social adjust- 
ment, and ability to communicate; 
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--an evaluation of the individual's and the family's 
preferences and lifestyles and of the willingness and 
ability of the family to provide various types of 
assistance; 

--an evaluation of the individual's living conditions 
to identify any safety or health hazards; and 

--an assessment of the individual's financial conditions. 

Most chronically disabled elderly are placed in nursing homes 
without a comprehensive needs assessment. The physician 
typically is the only professional to examine the elderly and 
advise them and their families about the need for nursing 
home placement. However, a medical examination often cannot 
adequately distinguish the impaired elderly who require 
nursing home placement from those who have the potential 
to remain in the community. 

Although a thorough physician's examination is required 
to identify the types of health services needed by an impaired 
individual, it often does not provide sufficient information 
to determine whether these and other long-term care services 
could be more suitably provided in a community or an insti- 
tutional setting. Since chronic conditions frequently cannot 
be "cured," the nature of the individual's chronic disease or 
disability is not as critical a factor in planning long-term 
care arrangements as the individual's ability to function in 
activities of daily living. For example, the physician's 
diagnosis that the patient has a "stroke producing right- 
sided hemiplegia" is not as useful in determining the 
patient's long-term care needs as the statement that "he or 
she cannot use the right arm and leg, and lacking assistance 
at home or motivation to learn compensatory motions, cannot 
bathe, feed, move, take medication, or otherwise rely on 
himself or herself for activities of daily living or even 
survival." L/ 

A comprehensive assessment of an individual's physical, 
mental, social, and environmental conditions may reveal that, 
given the appropriate mix of medical care and social support 
services, institutionalization is avoidable or can be post- 
poned. The following case study illustrates how a comprehen- 
sive assessment can reveal critical factors regarding the 
suitability of nursing home placement. 

Family members bring a disoriented aged patient to the 
physician and request nursing home placement. The 
patient is obviously 'senile' and the family has no 
way to care for the patient at home. The physician 
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finds that the patient has an acute brain syndrome 
caused by infection and dehydration. With medical 
treatment, the syndrome clears. But since the physi- 
cian has done a thorough appraisal, the problem list 
also shows a hitherto undetected hearing and vision 
loss, contributing to a depression that originated 
when the wife died a few years before. Add the fact 
that the patient has not been taking medication for 
angina pectoris and because of pain on climbing 
stairs has not been leaving a walk-up apartment to 
shop or meet friends. Meals have been skipped. 2,' 

If this person had received a standard medical examina- 
tion, it is likely that the physician would have concurred 
with the family's decision to place the patient in a nursing 
home. A comprehensive assessment reveals that the patient 
may be able to remain at home if provided the appropriate 
mix of services such as meals-on-wheels, homemaker services, 
transportation, and friendly visitors. 

Comprehensive assessments are more 
reliable than medical evaluations in 
determining the need for nursing home care -- 

Several studies have demonstrated that the traditional 
medical focus on diagnosing the disease rather than on 
assessing the client's comprehensive needs can lead to both 
inaccurate diagnoses and avoidable nursing home admissions. 
One study selected 100 newly admitted nursing home patients 
in New York and compared the physician's primary and secondary 
diagnoses made prior to admission with those made by the 
medical director of the nursing home. 2,' The nursing home 
director's primary diagnosis was based on that disability 
which constituted a management problem requiring primary 
nursing care. The secondary diagnoses were those which did 
not require a detailed nursing care program. The physician's 
admission diagnoses were judged to be inaccurate for 64 per- 
cent of the primary diagnoses and 80 percent of the second- 
ary diagnoses. 

In discussing these findings, the authors emphasized 
that physicians are trained to concentrate on the structural 
change in the body (disease) rather than on the functional 
changes (disorders). 4/ However, for the chronically ill 
elderly whose diseases may be incurable, the important con- 
sideration is the nature of their disorders which affect 
their ability to function in daily life. While a physician 
might be a proficient diagnostician for acute care patients, 
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several factors contribute to a high rate of misdiagnoses in 
nursing home admissions. One significant factor is the "ina- 
bility to relinquish traditional orientation toward disease 
in favor of orientation toward disorders that affect the thera- 
peutic management of the patient's functional capacity and 
needs on a sustained basis." 2,' Another factor is the lack 
of appropriate medical school training in treating the chroni- 
cally ill elderly. 

An additional cause of inaccurate diagnoses is that the 
primary diagnosis made upon hospital admission may be 
inappropriate upon admission to the nursing home because the 
acute disease may have subsided. Very often, the elderly 
will not seek institutional care until they become extremely 
disabled, either from an acute illness or a worsening of 
chronic conditions. Without first treating the acute medical 
problems, it is difficult to accurately assess the patient's 
long-term care needs. 

After a study revealed that over half the patients in 
long-term care facilities were classified at inappropriate 
levels of care, an Evaluation and Placement Unit was estab- 
lished in a Rochester, New York hospital to diagnose, 
evaluate, and place the chronically ill elderly in need of 
long-term care. a/ After 30 months of operation, the unit 
had evaluated 332 elderly patients, most of whom had tenta- 
tively decided to enter a nursing home. A comprehensive 
assessment was made of the patient's medical needs, ability 
to perform activities of daily living, and social and environ- 
mental conditions. After the assessment, 55 percent were 
found to need further diagnosis and treatment, and 34 percent 
actually underwent active medical treatment and rehabilita- 
tion. No final decisions regarding long-term care arrange- 
ments were made until after the necessary treatment had 
been given. 

By providing the required treatment before making a 
decision regarding long-term care placement, the Evaluation 
and Placement Unit found that a lower level of care than 
originally expected was actually needed for most patients. 
Only a third of the 322 patients were placed in a nursing 
home. An independent evaluation of the appropriateness of 
these placements was conducted.6 weeks later. The Evalua- 
tion and Placement Unit was judged to have appropriately 
placed 80-90 percent of the patients, a rate 20-30 percent 
better than had previously been found in the nursing homes. I/ 
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The results of another demonstration project indicate 
that the failure to assess an elderly person's physical, 
social and environmental problems may result in an inaccurate 
diagnosis of the patient as mentally ill. 8/ Illinois estab- 
lished a pilot project to test the effectiveness of geriatric 
preadmission evaluations in reducing the large number of 
elderly admitted to State mental hospitals. Each patient 
received an intensive medical, social, and economic evalua- 
tion, and treatment was given for any acute condition. Of the 
997 patients evaluated, only 46 needed extended psychiatric 
hospitalization. "All of the other patients were found to be 
predominantly in need of medical evaluation and treatment, 
nursing care, social crisis stabilization, and financial 
assistance.n z/ 

Undetected physical and social problems were cited in 
the study as major causes of the mislabeling of elderly per- 
sons as "mentally disturbed." Chronic illnesses, such as 
diabetes and renal disease, can generate symptoms which 
appear to be caused by mental problems, especially in the 
elderly. Alleviating the physical ailments may eliminate 
or improve these symptoms. In many cases, the family situ- 
ation had deteriorated to the point where support of the 
elderly person no longer seemed possible. The authors con- 
cluded that: 

the aging process creates in the elderly an ina- 
bility to adapt to new circumstances and they often 
need special support from those around them * * *. 
The breakdown in service support often is at the 
level of the family or the community which does not 
provide the necessary social-supportive relation- 
ships. The provision of these services in many 
cases would be all that was necessary to prevent 
further disequilibrium or impairment of the elderly 
person's functions. lO/ - 

A consensus reached in research and demonstration 
projects on patient evaluation procedures is that more appro- 
priate decisions regarding long-term care placements can be 
made by broadening the traditional medical examination into 
a comprehensive assessment of the elderly's physical, social, 
mental, and environmental conditions. Medical assessments 
exclude critical factors, such as the amount of social support 
available from family, friends, and the community, and the 
physical and environmental barriers which hinder the patient's 
mobility, such as long flights of steps or crime in the neigh- 
borhood. Since these factors may be as crucial as medical 

92 



conditions in influencing the elderly's decision to enter a 
nursing home they must be analyzed in order to make the 
appropriate placement decision. 

The importance of nonmedical factors in determining a 
chronically impaired person's long-term care service needs 
was emphasized in the preliminary report on the proposed 
Minimum Data Set for Long-Term Health Care sponsored by the 
U.S. National Committee on Vital and Health Statistics. 11,' 
The Technical Consultant Panel which developed the report 
took a "sociomedical" approach in constructing the data items 
because "in long-term care there is seldom a single medical 
diagnosis, and people with the same diagnoses respond dif- 
ferently to their impairments," depending on a number of per- 
sonal, social and economic factors. 12/ The proposed Long- 
Term Care Minimum Data Set includes information on the 
client's: physical, social and psychological function; 
disease classification; family situation: and living 
arrangements. 

Comprehensive preadmission assessments 
are more effective than postadmission 
assessments in reducing avoidable - 
nursishome utilization -- 

A comprehensive assessment is a more effective tool in 
achieving appropriate nursing home utilization if it is used 
prior to admission rather than after an individual has been 
placed in a nursing home. The problems involved in attempting 
to relocate an elderly nursing home resident who has been 
identified as being inappropriately admitted have been well 
documented. Some of the difficulties involved in efforts 
to safely discharge elderly nursing home residents after 
a long stay are the following: 13,' - 

--They have no place to go because they gave up their 
homes and severed their ties with the community upon 
entering the nursing home. 

--They have depleted their resources on costly nursing 
home bills and cannot afford to reestablish a home. 

--They could not withstand the trauma of being trans- 
ferred to another environment. For many elderly, 
relocation to a new residence, particularly if it is 
an involuntary move, can have deleterious effects 
such as severe depression, memory defects, confusion, 
and unusual behavior. 
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--They may have become less capable of performing acti- 
vities of daily living because institutionalization 
can result in feelings of depression, dependency, loss 
of identity, and loneliness. 

Several studies of efforts to relocate incorrectly placed 
nursing home residents conclude that postadmission assessments 
are far less useful than preadmission reviews in reducing 
unnecessary institutionalization. For example, when Minne- 
sota Department of Health personnel assessed the needs of 
every Medicaid resident in a skilled nursing facility, they 
judged that 656 residents (8 percent) were receiving too 
high a level of care. 14/ However, 54 percent of these res- 
idents could not be relocated to a more appropriate setting 
because it would have been harmful to the resident or no 
lower level of care facility was available near family and 
friends. The study's findings concluded that there is a 
need for greater emphasis on appropriate placement before 
admission to a nursing home. 

The ineffectiveness of postadmission reviews in correct- 
ing inappropriate placements of long stay residents was also 
demonstrated by the experiences of 10 recent demonstration 
projects testing methods of assessing the appropriateness and 
quality of nursing home care provided to Medicaid and Medi- 
care residents. The demonstration projects were conducted 
by Professional Standards Review Organizations (PSRO's), non- 
profit organizations composed primarily of physicians, estab- 
lished by the Social Security Act Amendments of 1972 to review 
the medical services provided to Medicaid, Medicare and cer- 
tain other Federal health program participants. A 1979 Rand 
Corporation evaluation of these projects found that extremely 
few nursing home residents were reclassified to a different 
level of care or discharged after they had been in the facil- 
ity fo,r 6 months or longer. 15,' According to the authors, 
the ideal time to make decisions about the appropriateness of 
nursing home care is prior to admission or, when that is in- 
feasible, immediately after admission. 16,' They suggest 
that postadmission reviews may be most cost-effective if 
they are focused on the first 6 months of a patient's stay 
when he or she is still "dischargeable." 17,' - 

Because of the problems in returning elderly nursing 
home residents to the community, postadmission assessments 
of the resident's need for continued institutional care gener- 
ally have been an ineffective method of achieving appropriate 
nursing home utilization. Consequently, the time to assess 
a chronically impaired individual's need for nursing home 
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care is prior to admission when the individual still has at 
least some of the financial resources and human supports 
required to live in the community. 

Comprehensive assessments can document 
the need for community-based 
long-term care services 

How effective comprehensive preadmission assessments 
are in reducing avoidable admissions is dependent on the 
availability of long-term care services to maintain the 
elderly nursing home applicant in the community. If com- 
munity-based long-term care services are unavailable or unaf- 
fordable, denying nursing home admission to an impaired 
elderly individual could result in grave human consequences. 
However, comprehensive assessments can still fulfill a criti- 
cal function by collecting data on: 

--the size and the characteristics of the chronically 
impaired population admitted to nursing homes who 
had the potential to remain in the community if the 
required support services had been available, and 

--the types of noninstitutional services which need to 
be developed to reduce avoidable nursing home 
admissions. 

In most areas, this information is not systematically col- 
lected and analyzed. 

The experiences of several PSRO pilot projects demon- 
strated that the effectiveness of comprehensive preadmission 
assessments in achieving appropriate nursing home placements 
often hinges upon the availability of suitable noninstitu- 
tional long-term care services. For example, the Colorado 
PSRO demonstration project performed comprehensive preadmis- 
sion assessments of hospital patients awaiting nursing home 
placement and attempted to find noninstitutional long-term 
care arrangements for those who were judged as being candi- 
dates for community care. Despite a great deal of effort, 
the staff was unable to prevent nursing home placement for 
most patients because of the lack of community services. 18/ 
The Rand Corporation report which evaluated this project - 
raised the question of "whether a PSRO can effectively review 
levels of care independently of other changes occurring in 
the community." 19/ The authors concluded that an impor- 
tant function thePSRO's can perform when they undertake 
long-term care review nationwide is to document the number 
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of nursing home placements which occur as a result of "social 
necessity" due to the unavailability of community-based long- 
term care options. 20/ - 

ASSESSMENT MECHANISMS FOR MEDICAID RECIPIENTS DO NOT 
ASSURE APPROPRIATE NURSING HOME PLACEMENT 

The Social Security Act requires the States to establish 
several mechanisms for assessing the appropriateness and qual- 
ity of the nursing home care provided to Medicaid recipients. 
However, these assessment mechanisms generally have not eli- 
minated avoidable nursing home utilization. This section 
describes the assessment procedures for Medicaid recipients 
and compares them to the comprehensive, preadmission assess- 
ments which research and clinical experience indicate are 
essential in identifying the elderly who have the potential 
to remain in the community. 

Medicaid recipients receive several 
assessments of their 
need for nursing home care 

To qualify for full Federal matching Medicaid funds, 
Section 1903(g) of the Social Security Act requires a State 
to make quarterly showings satisfactory to the HEW Secretary 
that it has an effective utilization control (UC) program 
which includes the following assessment mechanisms: 

Physician's Certification of Need--Section 1903(g) 
(l)(A:)requires that a physician certify the necessity for 
admission to either a skilled nursing facility (SNF) or an 
intermediate care facility (ICF) at the time of admission or, 
if the patient has already been admitted, at the time he 
or she applies for Medicaid. A physician must certify the 
necessity for continued institutional care every 60 days. 
Furthermore, each Medicaid nursing home resident must have 
a written plan of care which is established and periodically 
reviewed by a physician (Section 1903(g)(l)(B)). 

2) Utilization Review (UR)--Section 1903(g)(l)(C) 
requires that a State must have a utilization review program 
which assures that the necessity for both the admission and 
the continued stay of a M.edicaid nursing home resident is 
reviewed in accordance with criteria established by medical 
personnel not directly responsible for the resident's care. 

3) Independent Professional Review (IPR)--Section 1903 
(g)(l)(D) requires the States to review and evaluate the 
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care provided to every Medicaid resident in an intermediate 
care facility by means of an annual independent professional 
review. According to Section 1902(a)(31), IPR must include 
a) a medical evaluation of the patient's need for intermedi- 
ate care and a written plan of care prior to admission or 
authorization of benefits and b) periodic onsite inspections 
of each facility by an independent team composed of physi- 
cians or registered nurses and other appropriate health and 
social service personnel. The team must assess the adequacy 
and appropriateness of the facility's services in meeting 
each patient's needs, the necessity and desirability of 
continued ICF care, and the feasibility of meeting the pa- 
tient's health care needs through alternative institutional 
or community-based services. 

4) Medical Review (MR) --Section 1903(g)(l)(D) requires 
the States to perform medical reviews of the care provided 
to every Medicaid resident in a skilled nursing facility. 
According to Section 1902(a)(26), MR must include a) a medi- 
cal evaluation of each patient's need for SNF care and a writ- 
ten plan of care prior to admission and b) periodic onsite 
inspections of each facility by a medical review team composed 
of physicians and/or registered nurses and other appropriate 
health and social service personnel. The team must assess 
the adequacy of the services available in a facility in meet- 
ing each patient's needs, the necessity and desirability of 
continued SNF care, and the feasibility of meeting his or her 
health care needs through alternative institutional or 
community-based services. 

The most recent development in assessment procedures for 
institutionalized Medicaid recipients is the entry of Profes- 
sional Standards Review Organizations (PSRO's) into long-term 
care review. The objective of PSRO's is to determine whether 
medical services provided to Medicare and Medicaid patients 
in hospitals and long-term care facilities are medically 
necessary, provided in accordance with professional standards, 
and in the most appropriate setting. The PSRO program was 
first implemented in acute care hospitals, and by July 1979 
there were 190 PSRO's in planning or conditional operation 
around the country. 

In October 1976, HEW designated 15 PSRO's to partici- 
pate in a 2-year demonstration project to test methods of 
performing medical reviews of long-term care patients in 
nursing homes. Since then, a number of PSRO's have expanded 
into long-term care review. As of October 1979, 51 PSRO's, 
including 10 of the 15 demonstration projects, were performing 
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long-term care review. It will be several years before all 
PSRO's will have assumed full responsibility for long-term 
care review. 

HEW issued a transmittal to State Medicaid Offices in 
February 1978 (PSRO Transmittal No. 62) regarding PSRO 
assumption of responsibility for long-term care review. In 
areas where HEW has approved a PSRO plan for performing 
long-term care review and the State has signed a Memorandum 
of Understanding with the PSRO, the State can discontinue its 
other utilization control functions including the physician's 
certification of need and plan of care, medical review, inde- 
pendent professional review, and utilization review in skilled 
nursing facilities. PSRO's will have sole authority for long- 
term care review of Medicaid patients in skilled nursing 
facilities only. According to the provisions of the Medicare- 
Medicaid Anti-Fraud and Abuse Amendments of 1977 (P.L. 95- 
142), Medicaid patients in intermediate care facilities will 
continue to be reviewed by State Medicaid agencies unless: 
1) the State requests the PSRO to assume responsibility; 
2) HEW finds that the State agency is not performing effec- 
tive reviews; or 3) HEW finds that, in nursing homes which 
have both SNF and ICF patients, it is "inefficient" for the 
PSRO and the State agency to split the review responsibility. 

For the next several years, the States' utilization con- 
trol programs and the PSRO review systems will be operating 
simultaneously in many areas. Therefore, we examined both 
review systems. However, because PSRO long-term care review 
is still in the early stages of planning and development, no 
definite conclusions can be drawn about the design or effec- 
tiveness of PSRO review of nursing home patients. 

Most Medicaid-eligible nursing home 
applicants do not receive a comprehensive 
preadmission assessment under 
current utilization control programs 

The current utilization control program has not enabled 
Medicaid to adequately control avoidable nursing home utili- 
zation because it has not established adequate procedures 
for screening out applicants who are candidates for community 
care. Although the utilization control program varies by 
State, in most cases the.review procedures are not adequate 
nursing home screening mechanisms because: 

--most of the reviews occur after admission when it is 
often difficult or impossible to discharge the resi- 
dent to the community, and 
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--the two reviews that are preadmission focus primarily 
on medical conditions and therefore do not provide 
information on other factors which are critical in 
determining whether an institutional or community set- 
ting is the most suitable long-term care placement. 

The only two review mechanisms that afford Medicaid the 
opportunity to prevent unnecessary nursing home admissions 
are the physician's certification of need and the MR/IPR 
requirement that the State perform a preadmission medical 
evaluation. All the remaining assessment procedures are 
postadmission. In most States the preadmission reviews 
focus primarily on the individual's medical condition. Title 
XIX reinforces this medical focus by assigning physicians the 
authority to certify the need for nursing home care and 
requiring States to determine the medical necessity for admis- 
sion. Despite the fact that many chronically impaired elderly 
are admitted to nursing homes because they require a mix of 
social, mental health, economic, and housing services, as well 
as medical care, nursing home care is largely defined and 
treated as a medical service because it is reimbursed with 
Federal health monies. 

The purpose of Medicaid's preadmission reviews is to 
determine whether the individual's conditions fit the Federal 
and State legal requirements for either SNF or ICF care 
rather than to match the individual's needs to the most 
appropriate community or institutional long-term care serv- 
ices. Since physicians are often unaware of or are too busy 
to arrange community long-term care services, they may cer- 
tify the need for nursing home care without even considering 
whether the elderly patient has the potential to remain in 
the community. In most cases, the State's preadmission 
reviews are paper reviews of "medical records and abstracts 
recorded on forms usually completed by nursing staff or 
physicians." 21/ Consequently, by overlooking the individ- 
ual's nonmedical needs and conditions, Medicaid's preadmis- 
sion reviews are not adequate in identifying those applicants 
who meet the medical criteria for nursing home care but 
who have the potential to remain in the community. 

The assumption of long-term care review by 
PSRO's may not correct the current weaknesses 
in Medicaid patient assessment procedures 

Although 51 PSRO's were performing long-term care review 
as of May 1979, it is still too early to evaluate whether 
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their reviews are significantly more effective than the 
current Title XIX utilization control program in reducing 
Medicaid support for avoidable nursing home utilization. 
However, several factors could limit the ability of PSRO's 
to alleviate this problem. 

First, neither the Social Security Act nor the HEW 
guidelines on PSRO long-term care review require the PSRO's 
to perform preadmission assessments of each Medicaid and 
Medicare recipient's need for institutional care. The HEW 
guidelines (PSRO Transmittal No. 62, February 28, 1978) 
state that PSRO's should perform preadmission reviews of 
Medicaid and Medicare nursing home applicants being admitted 
from acute care hospitals when they perform their reviews of 
these patients' need for continued acute hospital care. How- 
ever, preadmission reviews are optional for nursing home 
applicants admitted from the community. As of August 1979, 
40 PSRO's were performing preadmission reviews in hospitals 
and 21 were performing these reviews in the community. Pa- 
tients who do not receive a preadmission assessment must 
be reviewed upon admission to the nursing home. The PSRO's 
who do not exercise the option of performing preadmission 
reviews of community applicants forgo the opportunity to 
prevent the admissions of those elderly who are likely to 
be less sick than their hospitalized counterparts and there- 
fore more likely to be candidates for community care. 

A second factor which may weaken the impact of PSRO's on 
avoidable nursing home utilization is the fact that PSRO's 
are legally charged with determining the medical necessity, 
appropriateness, and quality of nursing home services. Al- 
though the HEW guidelines mention comprehensive assessments 
as one method of performing preadmission review, the PSRO's 
are only required to look at whether the nursing home appli- 
cant meets the Federal and State eligibility requirements 
for nursing home care. Therefore, unless the State has 
established nonmedical eligibility criteria for Medicaid 
coverage of nursing home care, the PSRO's will continue cer- 
tifying Medicaid patients as legally qualified for nursing 
home care even when community care may be more suitable. The 
Rand Corporation report on the PSRO demonstration projects 
noted that, "the PSRO, a medical organization, is caught in 
the uncomfortable position of being expected to make judgments 
about medical need when social need might be the overwhelming 
reason for placement." 22/ - 

A third factor which may affect the impact of PSRO's on 
nursing home utilization is that PSRO's have sole authority 
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for long-term care review of Medicaid patients in skilled 
nursing facilities only. Therefore, in areas where the State 
continues to review Medicaid patients in ICF facilities, the 
PSRO's will not have any influence on the admissions of this 
portion of the nursing home population. 

The need for more effective utilization 
control procedures has been recoqnized at 
the Federal and State levels 

The inadequacy of Medicaid's utilization control pro- 
gram in reducing avoidable nursing home admissions has been 
a source of concern nationally. The steady increase in 
Medicaid's nursing home bill has intensified interest in 
designing better procedures for assessing a client's needs 
to determine whether a nursing home is the most suitable 
long-term care placement. Changes in the utilization con- 
trol program have been proposed at the Federal and State 
level and several States have taken steps to improve their 
procedures for assessing Medicaid nursing home applicants. 

In 1978 the State Medicaid Directors' Council recommended 
several revisions in the utilization control program to the 
Administrator of HEW's Health Care Financing Administra- 
tion. 23,’ The Council urged that greater emphasis be placed 
on preventing inappropriate institutional placement through 
the establishment of a new Preadmission Review program de- 
signed to actively explore whether community-based services 
could meet an individual's needs in place of SNF or ICF 
care. 24/ At the same time, the Council recommended abolish- 
ment ofthe physician's certification and recertification of 
the need for nursing home care because they had not been 
effective in determining the need for admission or continued 
stay in a nursing home. 

Several States have taken or are considering actions to 
improve their control over unnecessary nursing home utiliza- 
tion by Medicaid recipients. In May 1977, Virginia estab- 
lished a mandatory preadmission screening program as part of 
its certification process for Medicaid coverage of nursing 
home care. To receive Medicaid reimbursement for institu- 
tional long-term care, all nursing home applicants in the 
community who are Medicaid-eligible or who will be eligible 
within 90 days of admission must be screened by the local 
health department. The health department screening panel 
approves or denies Medicaid reimbursement for nursing home 
care after assessing the applicant's medical, social, and 
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nursing needs and evaluating whether or not available com- 
munity services could meet those needs. As of February 1979, 
21 percent of the 3,592 nursing home applicants screened were 
able to remain in the community with the help of available 
health and social services and, in many cases, family assist- 
ance. 25/ - 

New York State also initiated a program designed to 
divert Medicaid recipients from entering nursing homes when 
they have the potential to remain in the community. A 1977 
New York State law authorized the establishment of Long Term 
Home Health Care Programs (LTHHCP) at the local level to pay 
for a comprehensive range of noninstitutional long-term 
care services to Medicaid recipients who meet the Medicaid 
requirements for nursing home care but who have the desire 
and the potential to remain in the community. Once a LTHHCP 
program has been established in an area, the county social 
services department must offer it as a long-term care option 
to all Medicaid recipients if nursing home placement is 
being considered and they are assessed as medically qualified 
for nursing home care. Each potential LTHHCP client receives 
a comprehensive assessment to determine whether community 
services can safely meet his or her long-term care needs. 

Other States are studying proposals for improving their 
Medicaid procedures for assessing and placing nursing home 
applicants. For example, in 1977, the Texas legislature 
established a Joint Committee on Long-Term Care Alternatives 
to evaluate existing long-term care programs and to recommend 
actions to improve services to the chronically impaired popu- 
lation. The Committee's final report recommended that all 
Medicaid-eligible applicants for nursing home care receive a 
comprehensive medical and social assessment prior to admission 
in order to prevent the institutionalization of those who 
could and would prefer to remain in the community with appro- 
priate services. 26/ - 

The State of Washington's Department of Social and 
Health Services submitted a budget proposal in the spring of 
1979 to the State Legislature requesting funding for addi- 
tional nurses to help assess all Medicaid-eligible nurs- 
ing home applicants in the community and in hospitals to 
determine whether community or institutional long-term care 
services are more suitable to an individual's conditions. 
This proposal grew out of the experiences of the State's 
Community-Based Care demonstration project. The project 
results indicated that by providing all nursing home appli- 
cants who had not recently been institutionalized with a 
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comprehensive assessment and a package of community services, 
50 percent could be diverted from entering a nursing home. 2J/ 

MEDICAID'S ASSESSMENT PROCEDURES DO NOT APPLY 
TO PRIVATE PAY ADMISSIONS 

Even if effective preadmission screening procedures were 
implemented for all Medicaid-eligible nursing home applicants, 
Medicaid still would not be able to reduce its support for 
avoidable institutionalization because a substantial number 
of Medicaid residents initially enter nursing homes as private 
pay patients and are not subject to Medicaid review. In 
addition, because nursing homes can charge private pay resi- 
dents a higher rate than the Medicaid reimbursement rate, they 
often prefer to admit private pay residents over public 
pay patients. 

This process is illustrated in figure 11. 

Private pay patients have greater access to 
nursing home care than Medicaid patients 

Nursing homes have the authority to determine which 
public and private pay patients to admit and what rates to 
charge private pay patients. State payments to nursing homes 
under Medicaid are often much lower than rates paid by private 
patients even for the same care in the same nursing homes. 
Because of an often wide disparity between these rates, nurs- 
ing homes generally prefer to accept private pay applicants 
over Medicaid applicants and the less disabled over the highly 
impaired, difficult to care for patient. 

Due to low reimbursement rates, Medicaid applicants 
experience problems in gaining access to nursing homes. A 
longitudinal study conducted by Duke University from 1955 to 
1976 followed 207 participants who had been carefully chosen 
to approximate the characteristics of the residents of the 
area where they lived. Fifty-four members (26 percent) of 
the group were institutionalized in a nursing home one or more 
times before death; of these, 45 died in the institution while 
only 9 had returned home prior to death. In the study group 
the individuals with the lowest incomes were least likely to 
be admitted to a nursing home. 28/ .- 

The New York State Moreland Act Commission investigation 
into nursing homes observed that many facilities try hard to 
accept only the relatively well and the private pay appli- 
cants, making it difficult for Medicaid-supported and highly 
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Figure 11 

How Medicaid’s Patient Assessment Mechanisms 
Affect the Admission and Continued Stay if 

Medicaid and Private Pay Nursing Home Residents 
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impaired applicants to find a vacant bed. 29/ This situation 
is exacerbated in areas where there is a tight bed supply. 
An analysis of facility waiting lists (adjusted for dupli- 
cation) in six counties in Pennsylvania in 1975 counted 
2,066 individuals seeking nursing home care. The authors of 
this study identified a concerted effort on the part of nurs- 
ing home administrators not to accept Medicaid patients from 
these lists. The longest waiting lists were at county facili- 
ties which were the major suppliers of nursing home beds for 
the indigent. Hospital administrators responded during the 
survey that while many elderly patients in their institutions 
would have been better served in a nursing home, these indi- 
viduals could not gain admittance because they were subsi- 
dized by Medicaid. 30/ - 

The Ohio Hospital Association, in an effort to document 
problems in placing posthospital patients, surveyed its mem- 
bers in August 1977. 31/ The hospitals that participated in 
the survey (56 percentof 218) reported that on the day of the 
survey they had 223 Medicaid patients awaiting transfer to 
skilled nursing facilities at an estimated cost of maintain- 
ing these patients in hospitals of $38,000 per day. The 
survey also reported that 944 Medicare patients in 123 hospi- 
tals were waiting to be transferred to nursing homes at an 
estimated cost for maintaining them in hospitals of $161,000 
per day. According to the hospital respondents, inadequate 
Medicaid reimbursement rates also make nursing homes reluctant 
to accept Medicare patients because of the possibility they 
would become Medicaid patients after exhausting their maximum 
Medicare benefit of 100 days and their personal resources. 32/ - 

A 1976 study of inappropriate hospital stays by public 
patients in two Washington, D.C. hospitals, also identified 
resistance to accepting Medicare patients when there is a 
possibility that Medicaid would assume coverage after Medi- 
care benefits terminated. An inappropriate stay was defined 
as "that period of time, expressed in days, spent in an 
acute care hospital by a patient who was not acutely ill and 
who could have been treated at a lower level of care." 33/ 
Inappropriate stay Medicare patients at Hospital A werefound 
more likely to be placed in nursing homes (49.3 percent) than 
Medicare patients from Hospital B (5.6 percent). The wait for 
placement was also longer at Hospital B. Consequently these 
patients either died in the hospital or were sent home. Hos- 
pital A appeared to be more successful in placement because 
its Medicare patients had a higher socioeconomic status 
than Hospital B patients and its discharge planning may have 
been more effective. Private nursing homes were more likely 
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to accept Hospital A patients who appeared to have the capa- 
bility of paying for their care after they used up their 
Medicare benefits; Hospital B patients were dependent on the 
more limited number of public nursing home beds. 34/ - 

A recent review of inappropriate stay patients in New 
York noted the disparity in placement between patients on 
Medicare and Medicaid and all other patients. A I-day 
census, conducted on February 28, 1979, reported that Medi- 
care and Medicaid recipients made up 55.6 percent of all pa- 
tients hospitalized in acute care hospital beds in the State 
on that day. Almost 11 percent of these patients (3,961) 
compared to 1.1 percent (348) of the non-Federal patients, 
were awaiting transfer to other than acute hospital care. 
The 2,514 Medicare patients and the 1,447 Medicaid patients 
had been awaiting placement for 143,852 days. Because of 
the problems in obtaining appropriate placement for public 
patients who no longer needed acute hospital care, the sur- 
veyors estimate that $216,864,750 35,' were being lost every 
year in New York in unnecessary hoGita1 costs. 36,~' - 

A 1978 Washington, D.C. study of 13 acute care hospi- 
tals, conducted by the area's PSRO, identified many inappro- 
priate public stay patients who had originally been admitted 
to the hospital for social reasons. This study broke inap- 
propriate stays into three categories: nonacute stays (cer- 
tified for payment because of lack of a suitable discharge 
environment); denied stays (not medically necessary); and 
non-covered stays (lack of a suitable discharge environment 
but not covered by Medicare during this period): 

13,445 days were spent by Medicare and Medicaid patients 
waiting for nursing home beds whose stay was 
covered by Medicare and Medicaid. 

3,673 days awaiting placement not covered by Medicare. 

23,739 inappropriate days denied as medically unneces- 
sary. 37/ - 

This study was a followup to a survey conducted in 1977 
which found that Medicare and Medicaid patients with inappro- 
priate stays accounted for 6.6 percent of all public patient 
days of stay. While the total estimated hospital bill for 
Medicaid, Medicare, and other publicly funded patients was 
approximately $122 million, $7.32 million was spent on inap- 
propriate care. Out of this, $5.32 million was denied as 
medically unnecessary. 38/ - 
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The denials occurred because in many cases patients 
had been admitted for social needs (e.g., room and board); 
since "these needs are not met by social programs, the hospi- 
tal is used essentially as an expensive boarding house." 39/ 
In 1978, out of 983 patients who were non-covered or denied 
coverage under Medicaid or Medicare, 337 were denied because 
the patient had been admitted for social reasons or needed 
custodial care. Table 15 presents the PSRO's physician 
adviser reasons for denial of coverage and the patient's 
final disposition for these 337 cases. 40/ - 

Table 15 

Patients tlot Covered or Denied Coverage --- ------ ~---.---~------~------ Linder 
Medicaid or Medicare 

--__ - 
~---__---- 

Physician advlsor 
reasons for denial ------------- 

EJO. of 
Patient's final dislosltlon -_-__ 
Other IJ uXin<-- 

cases hospital home -- Home Died 3ther __ --- ---- 

Patient admitted for 
purely social reasons 143 3 12 79 26 23 

Patient needs custodial 
care 87 0 11 58 6 12 

Mainly social placement, 
patient has resolved 
medical problems 107 0 17 -- - - -AL -1 -s 

Total 337 E 2 40 218 33 43 - - - - 

While many inappropriate hospital stay patients have 
been identified in the surveys discussed above as waiting for 
transfer to a nursing home, the impetus for this proposed 
transfer is due in large part to pressure by PSRO's and hos- 
pital utilization review committees to move patients to a 
less costly setting than a hospital. However, for patients 
who were admitted to the hospital for predominantly social 
reasons, the preferable placement may instead be residential 
housing with support services or a return to the individual's 
own home if the necessary social and health services are 
provided. The lack of either option often means patients 
may wait in acute care beds for placement in nursing homes 
or return home without the supportive care they need. In 
the latter case, this may result in further deterioration 
of an individual's health and subsequent rehospitalization. 
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Private pay patients enter nursing homes 
without receiving a comprehensive assessment 
of their need for this care 

While Medicaid and sometimes Medicare patients experi- 
ence difficulty in gaining access to a nursing home, private 
patients generally have fewer problems finding a nursing 
home bed. In addition, in the admissions process to these 
facilities, private patients are not subject to the screening 
requirements of Medicaid. Although a physician may be con- 
sulted (this is often a requirement of the nursing home or 
the State), in most cases private pay patients will enter 
nursing homes without first receiving a comprehensive assess- 
ment of their need for this care. 

Some private pay applicants are admitted even though a 
comprehensive assessment would have identified that they had 
the potential to remain in a less intensive care setting. 
The reasons behind these avoidable admissions, which were 
discussed in chapters 2 and 3, include the unavailability 
of long-term care services in the community and the difficulty 
in assembling the appropriate mix of health and social serv- 
ices to meet an individual's complex needs. Some private 
patients may have insufficient resources to purchase the 
community-based long-term care services they need. Fre- 
quently, their only long-term care option is to liquidate 
their assets, often by selling their homes, to finance nursing 
home care. 

In our analysis of the 1976 Survey of Institutionalized 
Persons we found that non-Medicaid nursing home residents 
appeared in some cases to need less assistance in activities 
of daily living (ADL) than Medicaid patients. We derived 
this by classifying nursing home residents (65 and older) by 
their need for help with: walking, eating, drinking, bathing, 
dressing, using a bed pan, and getting in and out of bed. 
Based on the nursing home staff's ranking or the help each 
resident needed, an ADL scale was developed by summing the 
scores for each of these 7 items. 41/ The frequency distri- 
bution on this scale is presented in table 16. 
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Table 16 

Scale of Dependence in Activities of Daily Living (ADL) - 

Scale -- Number Percent 

0 - No dependence 116,800 14.1 

l- Slight and irregular dependence 184,400 22.2 

2 - Moderate but irregular dependence 123,800 14.9 

3 - Moderate and more regular dependence 144,400 17.4 

4 - Consistent dependence in most self 
care activities 131,700 15.9 

5 - Extreme dependence in all self care 
activities 128,600 15.5 

Total 829,700 100.0 

(Missing cases - 185,400) 

When compared by whether they were receiving support 
from Medicaid or not, 55 percent of the non-Medicaid res- 
idents and 48 percent of the Medicaid residents needed no 
assistance or had only slight or irregular dependence on 
assistance with activities of daily living. Figure 12 shows 
the comparison of the Medicaid and non-Medicaid elderly 
nursing home residents by the scale levels of assistance 
needs. Of the 116,800 residents who had "no dependence on 
assistance with personal care," 63 percent were not receiv- 
ing Medicaid support. Some of the private and public pay 
residents, specifically in this latter category, could po- 
tentially have avoided nursing home placement if the 
community-based health and social services they needed 
had been available. 

Because of a lack of comprehensive assessments for pri- 
vate pay patients, the number of avoidable nursing home admis- 
sions is unknown. Yet through conversions, Medicaid ends 
up paying for the nursing home care of many of these patients. 
A survey conducted in Monroe County, New York, in 1974-75, 
examined the source of payment for patients who were assessed 
by a team of physicians and nurses as not needing the level 
of care they were receiving. Almost 10 percent of the sample 
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of 302 patients in skilled nursing home facilities were 
judged to be placed at too high a level of care. The source 
of payment for these patients was as follows: private pay 
(11); Medicaid (16); Medicare (1); Blue Cross (1). Forty-four 
percent of the inappropriately placed Medicaid patients had 
originally entered the nursing home as private pay patients. 
42/ In the survey of patients in intermediate care facili- 
ties, 35 percent of the sample of 157 were judged to be inap- 
propriately placed. Twenty-nine were private pay while 26 
were on Medicaid. Half of the Medicaid patients had origi- 
nally been admitted as private pay patients and subsequently 
converted. 43/ 

When private pay patients, after exhausting their assets 
on nursing home costs, apply to Medicaid, they are subject to 
review by Medicaid screening procedures. However, since they 
have already been admitted to a nursing home and are now 
generally without sufficient resources to return to the com- 
munity, it is unlikely they would be turned down for Medicaid 
coverage. This was confirmed in an Urban Institute survey 
of officials involved with nursing home policy which included 
onsite interviews in 10 States and a telephone survey in an 
additional 34 States. According to these interviews, a 
patient once admitted to a nursing home was rarely later 
denied Medicaid coverage because his or her condition did 
not require a further nursing home stay. 44,' - 

Nursing home admissions policies contribute 
to inefficient use of institutional resources 

Because private pay applicants can be admitted without 
an assessment of their need for this care and are the pre- 
ferred patients from the perspective of the nursing home 
operator, those who could have been cared for in a more 
independent setting end up filling beds which are needed by 
more critically ill, often public patients. Once in the 
nursing home, many of these applicants subsequently become 
Medicaid patients after they have used up their resources: 
at this point it is difficult for Medicaid to redress any 
problems with the nursing home placement even if the admis- 
sion could have been avoided. 

The preference for private pay applicants is due in 
large part to Medicaid reimbursement rates which are generally 
lower than the rates charged to private pay residents. These 
reimbursement rates may rise as more States comply with Sec- 
tion 249 of Public Law 92-603. Enacted in 1972, this legis- 
lation requires States to reimburse for skilled nursing and 
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intermediate care facility services on a reasonable cost- 
related basis. What effect this will have on increasing the 
availability of nursing home beds for Medicaid patients is 
unknown. Private patients, however, will continue to be the 
preferred patients by nursing homes because private rates 
will generally remain higher than Medicaid rates. 

While nursing homes can admit more private patients than 
Medicaid patients, they often still.end up with a large Medic- 
aid population because private pay patients may convert to 
Medicaid. The extensive use residents make of Medicaid cover- 
age shows up nationally; in 1976 approximately 60 percent of 
all patient days in nursing homes were financed either totally 
or in part by Medicaid. Low Medicaid reimbursement rates 
subsequently have a major effect on the entire nursing home 
industry. 

Predicting future nursinq home bed needs is -- 
difficult based on current data 

The excess demand for nursing home care, as expressed 
in long facility waiting lists and patients' remaining in 
acute care hospitals awaiting placement, may in some areas 
reflect a genuine shortage of beds. In others, however, it 
is the result of a lack of in-home and community-based care 
(and the financing to pay for it). 

The Delmarva Foundation for Medical Care, a PSRO which 
covers the Eastern Shore area of Maryland, reviewed statistics 
for hospital placements from October to December 1978. They 
found that on an average day about 15 patients were in hospi- 
tals waiting for a comprehensive care or skilled nursing home 
bed placement. However, as of December 31, 1978, about 200 
(or 25 percent) of the Medicaid patients in nursing homes in 
the area could be cared for in less than a comprehensive care 
bed if it were available and could be paid for. Based on 
these data, the PSRO staff concluded that there was no nursing 
home bed shortage on the Eastern Shore; instead, there was a 
shortage of domiciliary homes, intermediate "b" beds, or other 
alternatives to nursing homes. 45/ - 

Most planners see the need in long-term care to increase 
community-based health and social services while at the same 
time assuring that there is an adequate supply of high quality 
institutional beds. Yet planning for these services is dif- 
ficult, as illustrated in the Delmarva data, because current 
use is not predictive of real need. The lack of comprehen- 
sive patient assessments has also meant that there is limited 
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information on the extent of misplacement and unmet need 
within the current system of resource utilization. 

Weaknesses in the data base for long-term care planning 
have presented difficulties for Health Systems Agencies 
(HSA's). These agencies, established by the National Health 
Planning and Resources Development Act of 1974 (P.L. 93-641), 
were charged with the responsibility to "review and make rec- 
ommendations to the appropriate State health planning and 
development agency respecting the need for new institutional 
health services proposed to be offered or developed" in their 
area. A recent study, which analyzed 42 plans prepared by 
the HSA's (and submitted to HEW as of August 1978) found: 
1) only one-quarter had planned a comprehensive system of 
long-term care supports; 2) that the focus of their planning 
was on institutional services; and 3) over one-half of the 
plans projected increased nursing home bed need. 46/ In 
addition, the study identified problems in the methods used 
for estimating the need for nursing home services. These 
forecasting methods were largely based on current resource 
utilization rates projected against future population trends. 
Many plans noted the inadequacies with this forecasting 
approach; however, only a few attempted to develop methods 
which would more accurately reflect the needs of the elderly 
and disabled population in their area. 47/ - 

Projecting skilled and intermediate care facility demand 
based on current utilization rates, which include avoidable 
use yet fail to identify unmet need, may perpetuate current 
inefficiencies in resource utilization. The study's authors 
predict that this approach to planning could mean that "the 
allocation of health care resources within a long-term support 
system may be unwisely restricted to institutional bed capa- 
city, mirroring the problems now faced in acute care." Over- 
building of hospital beds, combined with the backup of 
patients awaiting nursing home placement, has led in recent 
years to the push to convert some of these unused beds to 
long-term care use. Yet, expanding the supply of skilled 
and intermediate care beds beyond the level which actually 
might be needed could mean that "planning programs will be 
consumed within the decade in attempting to limit and reduce 
the very institutional resources that are now being 
created," 48/ - 
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Summary 

In summary, although Medicaid has a substantial stake 
in ensuring appropriate nursing home utilization, its assess- 
ment and placement procedures have not been adequate. First, 
private pay patients enter nursing homes, whether they need 
this care level or not, generally without a formal assessment 
of needs. After depleting their resources, they may convert 
to Medicaid. Because nursing homes are free to set their 
own admissions policies, they give preference to the more 
profitable private pay patients, making it difficult for 
Medicaid patients to find a bed in many areas. 

A second major problem is that most of Medicaid's assess- 
ment procedures occur after the patient has already been 
admitted when it is too late to correct an avoidable place- 
ment because the patient has severed all ties with the com- 
munity, is now without adequate financial resources, or 
could not withstand the trauma of another relocation. Medic- 
aid's two reviews which are preadmission focus primarily on 
medical conditions and therefore do not provide information 
on other factors which are essential in determining whether 
an institutional or community setting is the most suitable 
long-term care placement. The current assessment and screen- 
ing procedures, therefore, result in the admissions of 
many individuals, both private pay and Medicaid supported, 
who with supportive services could have remained in a less 
intensive care setting. Patients who are unnecessarily ad- 
mitted take up nursing home beds, thereby preventing more 
critically ill individuals from gaining access. 

Because of the high occupancy rates in nursing homes, 
there is excess demand for care; public pay patients in 
particular have trouble getting beds, and many wait for long 
periods in more costly hospital beds for admission. This 
has resulted in a push to alleviate the waiting lists by 
providing more beds. However, under the current system of 
admission policies, the demand for beds may be more directly 
a result of inadequate or unavailable in-home and community- 
based care. The lack of comprehensive patient assessments 
has also meant there is limited information on the level 
of misplacement in nursing homes or the extent of unmet need. 
Because of inefficiencies in the current utilization of nurs- 
ing homes, coupled with the lack of an adequate data base, 
there is insufficient information to accurately identify the 
number of nursing home beds needed. 
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CHAPTER 5 

STATE AND LOCAL COMMUNITIES ARE DEMONSTRATING WAYS TO -- 

REDUCE AVOIDABLE NURSING HOME PLACEMENTS 

The social and financial consequences of avoidable nurs- 
ing home admissions have been acknowledged at all levels of 
government. Consequently, over the past decade a number of 
long-term care projects have been established to test and 
demonstrate the effectiveness of community services in pre- 
venting premature or unnecessary institutionalization. Al- 
though these projects have encountered serious problems, much 
has been learned about the changes required in the long-term 
care system to achieve these objectives. This chapter 
describes: 

--weaknesses in the long-term care research which have 
often led to inconclusive findings, 

--the elements in the long-term care projects which ap- 
pear to be essential in preventing avoidable admis- 
sions to nursing homes, 

--recent State and local projects which are demonstra- 
ting ways to implement these key elements, 

--problems encountered by State and local communities 
in implementing these projects under the present Fed- 
eral long-term care system, and 

--difficulties with Medicaid, as currently structured, 
in providing long-term support and leadership to these 
efforts. 

LONG-TERM CARE RESEARCH FINDINGS 
HAVE OFTEN BEEN INCONCLUSIVE 

Many research and demonstration projects have been es- 
tablished to determine whether a certain service or group of 
services can prevent unnecessary institutionalization or im- 
prove the quality of life of the chronically impaired elderly 
population. Some of these projects have been initiated 
and supported at the State or local level, while others have 
been authorized and financed by the Federal Government. For 
example, Section 222 of the Social Security Amendments of 

121 



1972 authorized experiments to determine the effective- 
ness of homemaker and day-care services in preventing avoid- 
able institutionalization of Medicare beneficiaries and in 
reducing Medicare costs. In addition to these projects, 
others have tested a variety of "alternatives" to institu- 
tional care, including home health care, personal care 
services, homemaker/chore services, transportation, foster 
care, day hospitals, and congregate housing. 

Unfortunately, most of these long-term care research 
and demonstration projects have failed to produce conclusive 
evidence regarding the effectiveness of these services in re- 
ducing avoidable institutionalization because of critical 
weaknesses in the design and implementation of the research. 
lJ A major problem with the projects designed to prevent 
nursing home admissions has been their failure to demonstrate 
that the population receiving the services was actually at 
risk of institutionalization. A fundamental assumption which 
underlies most long-term care projects is that some, if not 
all, of its clients would have been in a nursing home if it 
were not for the alternative services provided. However, the 
projects often have not objectively measured the character- 
istics of the service population. Frequently, the determi- 
nation as to whether the client was prevented from institu- 
tionalization was based on the subjective opinion of the 
project staff. This raises the question of whether the cli- 
ent really would have entered a nursing home without the 
services. If not, then the services provided can be viewed 
as "add-ens" rather than replacements for nursing home care. 

Another critical problem with the projects is that they 
often lack a carefully designed evaluation component. "All 
too often, either by policy or circumstance, the evaluation 
effort is grafted onto a demonstration project already under- 
way." 2/ Many projects were established by concerned local 
organizations whose primary goal was service delivery and, 
therefore, any data collection and analysis were done on an 
ad hoc basis to disseminate information about the project to 
others in the field. 

A third deficiency in past research and demonstra- 
tion projects is that they generally have focused on only a 
few aspects of the long-term care issue. For example, many 
projects were set up to test the effectiveness of only one 
service in reducing institutionalization, such as the Section 
222 day care or homemaker projects. Although it is unclear 
what services are the most effective in preventing avoid- 
able institutionalization, there is widespread agreement 

122 



that no single service can meet the long-term care needs of 
the heterogeneous chronically impaired elderly population. 
Many other issues which affect the decision to institution- 
alize the elderly have not been adequately researched such 
as (1) the effect of changes in eligibility policies for pub- 
licly financed health and social services, and (2) the will- 
ingness and ability of different types of families to provide 
various kinds of services to their chronically impaired kin. 

Other weaknesses in the research and demonstration proj- 
ects include: very small service populations (25-90 persons): 
short study periods (approximately a l-year period); and in- 
adequate cost and utilization data. A/ 

SEVERAL LESSONS CAN BE EXTRACTED FROM 
THE LONG-TERM CARE PROJECTS 

The fact that most long-term care research and demonstra- 
tion projects have not clearly linked their services with a 
reduction in institutionaliza.tion should not lead to the con- 
clusion that nothing has been learned about preventing the 
nursing home admissions of the elderly who have the potential 
to remain in the community. The successes and problems exper- 
ienced by these projects in organizing, delivering, and fi- 
nancing long-term care services indicate that several project 
elements seem to be required to correct those features of the 
existing long-term care system which contribute to prevent- 
able nursing home utilization and spiralling Medicaid costs. 
The key project elements include: 

--a nursing home gatekeeping mechanism, 

--a comprehensive needs assessment, 

--a mechanism for planning, coordinating and monitoring 
community-based services, 

--a single, comprehensive source of funding, and 

--controls over costs and utilization. 

A brief description of these project elements is presented 
below. 

A gatekeepinq mechanism 

A nursing home gatekeeping mechanism is a single entity 
established at the local level. It provides an assessment 
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for nursing home applicants in order to (1) identify those 
who have the potential to remain 'in the community, and (2) 
assure the appropriate placement of those who require insti- 
tutional long-term care. The gatekeeping mechanism has 
the authority to approve or deny applications for nursing 
home admission by persons eligible for Medicaid or other 
publicly funded programs. Optimally, the gatekeeping mech- 
anism also has the authority to provide voluntary needs 
assessments to all private pay applicants because these 
individuals and their families often have no one to assist 
them in determining whether nursing home care is the most 
suitable long-term care arrangement. In many cases, pri- 
vate pay applicants are placed in a nursing home even when 
it is not the preferred arrangement and later convert to 
Medicaid. 

Multidimensional needs assessment 

The gatekeeping mechanism ensures that each nursing home 
applicant receives a comprehensive needs assessment and any 
necessary medical treatment. The needs assessment collects 
information on all the client's conditions which affect his 
or her ability to live independently, including: 

--physical and mental conditions and morale; 

--degree of independence in performing activities of 
daily living, such as bathing, eating, and dressing; 

--ability to perform other essential activities, such 
as shopping, housework, and meal preparation; 

--living arrangements and structural barriers such as 
long flights of steps; 

--level and type of social supports provided by family, 
friends, and community organizations; 

--the individual's and the family's preferences; 

--personal finances. 

A coordinating mechanism 

One local organization has the responsibility for plan- 
ning, obtaining, and monitoring a package of services tail- 
ored to meet the individual's needs. The coordinating agency 
provides a single access point for all the services needed by 
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the client. If a service is nonexistent or in short supply 
in the community, the coordinating agency takes responsibil- 
ity for developing service providers. Long-term care plan- 
ning includes the family and friends to help ensure that 
publicly financed services supplement rather than replace 
privately provided assistance. 

The coordinating agency is given the flexibility to 
arrange for any services required to maintain the client in 
the community, including medical care and social services as 
well as unskilled, routine support services such as home 
repair and snow shoveling. These services optimally are 
available to private pay clients on a sliding fee scale based 
on income. The coordinating agency also monitors the suit- 
ability and quality of the services delivered and alters 
the care plan as the client's needs change. 

A single funding source 

A single funding source is established which has the 
flexibility to reimburse for all the services required to 
meet the client's needs which are not covered by third party 
payers and cannot be paid for out of the client's personal 
resources. For the professionals assisting the elderly in 
obtaining community services, a single funding source elim- 
inates the need to devote substantial time and resources to 
developing and coordinating new and existing funding streams 
to fill in the reimbursement gaps. 

Controls over utilization and costs 

Some form of control over the utilization of community- 
based long-term care services is considered essential because 
so little is known about the mix, amount or costs of the 
services needed to prevent institutionalization. Controls are 
needed to safeguard against either the overutilization or 
underutilization of services and to ensure that the cost of 
the package of services does not greatly exceed that of nurs- 
ing home care. Types of controls include: careful planning 
and monitoring of the services delivered to ensure their 
appropriateness; ceilings on the amount of services which 
can be reimbursed; and guideli,nes on the maximum amount 
of services which reasonably can be provided in the 
community. 
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STATE AND LOCAL COMMUNITIES HAVE TAKEN THE 
INITIATIVE IN LONG-TERM CARE 

Although there is substantial agreement that these ele- 
ments appear to be necessary to achieve a reduction in 
avoidable institutionalization, there are no universally ac- 
cepted methods of incorporating them into a long-term care 
service delivery and financing system. Nonetheless, States 
and local communities, convinced that avoidable nursing home 
placement is a significant problem, are experimenting with 
ways to divert the chronically impaired elderly from enter- 
ing institutions when they do not need or prefer this level 
of care. 

We selected several current long-term care projects to 
illustrate some of the approaches to implementing the pro- 
gram elements of: gatekeeping, needs assessment, a coordi- 
nating mechanism, a single funding source and utilization 
controls. Because these projects have been recently launched 
or in operation for only a short time, none has been fully 
evaluated. The projects are: the Georgia Alternative Health 
Services (AHS) project; the Monroe County ACCESS project; the 
New York State Long Term Home Health Care Program (LTHHCP); 
the Virginia Nursing Home Preadmission Screening Program; and 
the Wisconsin Community Care Organization (CCO) Project. A 
brief description of each project follows. 

Georgia Alternative Health Services Project 

The Georgia Alternative Health Services (AHS) project 
has received an HEW demonstration grant under Section 1115 of 
the Social Security Act to test the cost-effectiveness and 
health impact of three alternatives to nursing home care for 
persons who would have otherwise been placed in institutions 
because no other options were available in the community.* 
The three services being tested are as follows: 

--home-delivered services-- including skilled health care 
as well as social support services, such as homemaker, 
chore, and transportation services: 

*Under Section 1115 of the Social Security Act, HEW has the 
authority to grant "waivers" of certain Medicaid provisions 
on the types and amounts of services which can be provided 
under State Medicaid plans for certain purposes such as test- 
ing the effectiveness of an expanded, coordinated range of 
home services in reducing institutionalization and costs. 
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--alternative living services--sheltered housing pro- 
vided by a foster home, boarding home, or congregate 
facility which includes room, board, and personal care 
assistance; and 

--adult day rehabilitation-- a central day facility pro- 
vides health and social rehabilitation services to re- 
store or maintain the clients' optimal level of 
functioning. 

The project serves clients in a 17-county demonstration area 
who are Medicaid-eligible, over 50 years of age, and either 
reside in a nursing home or meet the State Medicaid eligibil- 
ity requirements for nursing home care. The Georgia Depart- 
ment of Medical Assistance initiated the project in June 1976 
and began serving clients about a year later. The project's 
services are scheduled to terminate in June 1980. 

Monroe County ACCESS project 

The Monroe County Long Term Care Program, Inc., is an 
HEW Section 1115 demonstration project designed to test the 
cost-effectiveness of a new long-term care model, ACCESS, in 
the Rochester, New York, area. ACCESS is a centralized unit 
responsible for all aspects of long-term care for the elderly 
in Monroe County, including developing and coordinating 
community services, administering long-term care funds, ap- 
proving all Medicaid payments for institutional and community 
long-term care services, and collecting data. ACCESS staff 
provides each client with a comprehensive needs assessment, 
assistance in planning and obtaining either community or in- 
stitutional services, and ongoing monitoring of the appro- 
priateness of the services. All Medicaid-eligible clients 
are required to go to the ACCESS unit to receive any long- 
term care service. Private pay patients may voluntarily use 
ACCESS services. After 30 months of planning, ACCESS began 
serving clients in December 1977, and is scheduled to termi- 
nate operations in July 1980. The staff will request an 
extension in project funding from HEW. 

New York State Long Term Home 
Health Care Proqram (LTHHCP) 

A 1977 New York State law, which became effective 
April 1, 1978, authorizes the establishment of Long Term Home 
Health Care Programs (LTHHCP) at the local level. In early 
1979, the LTHHCP received a Section 1115 waiver from HEW. 

127 



As of April 1979, one LTHHCP was in operation and eight 
others were in various stages of planning and development. 

Providers of a LTHBCe may be certified home health agen- 
CleS; public or ,3r ivate, nonprofit nursing homes; or hospitals. 
Prospective providers submit detailed applications to the New 
York State Commissioner of Health who approves or denies 
tneir participation in the program after thoroughly assessing 
the adequacy of tneir personnel, facilities, services, poli- 
ties, and financial resources and practices. Al 1 LTiIKP 
providers must offer the following services: nursing; home 
health aide; personal care and homemaker services; therapy; 
audiology; medical social work; nutritional services; and 
medical. supplies and equipment. The local social service de- 
partment works with the LTHHCP agency to provide each client 
with a needs assessment and an individually tailored package 
of services to prevent institutionalization. 

IYedicaid reimburses for all services needed oy a client 
up to a maximum aontnly cost of 75 percent of the monthly 
Medicaid reimbursement rate for an equivalent level of insti- 
tutional care. The Section 1115 waiver enables the LTH;ICP 
project to obtain Medicaid reimburseinent for 10 additional 
services not normally coversd under tine New York State tiedi- 
caid plan: home maintenance tasks, nutrition counseling/ 
educational services, respiratory therapy, respite care ser- 
vices, social day care services, transportation, congregate 
:neal ser,viccs, moving assistance services, housing improve- 
,nent services, and medical-social services. 

Wisconsin Comnunity Care Organization Project 

T‘Ie Wisconsin Community Care arganization (CCO) project 
has received an ‘rlEW Section 1115 Medicaid waiver to test 
the effectiveness of a communitywide system for providing 
functionally disaoled adults an integrated package of health 
and social services to enable them to remain in the commun- 
ity. Three CC3 sites nave bean established: LaCrosse CC3 
is an urban/rural site; Barron County CC0 is a rural site; 
and tYilwaukee CC0 is an uroan site. The CC;) is an adminis- 
trative and management unit whicn develops contracts with 
local service srovidars and coordinates and funds all serv- 
ices for its clients. ‘Tne CC0 staEf assesses each client’s 
long-term care needs and plans, oatains, and monitors the 
services needed to maintain the individual in the community. 
After approxibnately a year of planning, the CCO’s began serv- 
ing clients in April 1976 at Lacrosse; in July 1377 at Barron 
County; and in Deceinber 1977 at Nilwaukee. 
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Virginia Nursing Home Preadmission 
Screening Program 

In 1976, the Virginia Department of Health initiated a 
pilot project to test the effectiveness of a preadmission 
screening program in reducing the flow of the elderly and 
disabled into nursing homes and in promoting more appropriate 
utilization of both institutional and community long-term 
care services. After a successful g-month pilot project in 
both urban and rural areas, Virginia implemented the qate- 
keeping program statewide in May 1977. Any nursing home 
applicant who is eligible for Medicaid, or who will be eli- 
gible within 90 days of nursing home admission, must be 
screened by the local health department before he or she 
can enter a nursing home. If the screening committee 
decides that available, community-based long-term care serv- 
ices can meet the individual's needs, Medicaid cannot reim- 
burse for the care should the individual decide to enter an 
institution. 

PROJECTS DEMONSTRATE VARIOUS APPROACHES TO 
IMPLEMENTING NECESSARY CHANGES IN THE 
LONG-TERM CARE SYSTEM 

Each project is experimenting with different methods of 
implementing the program elements needed to reduce avoidable 
nursing home admissions. As table 17 shows, only the Monroe 
County ACCESS project and the New York State LTHHCP incor- 
porate all five of the key elements. A brief description 
of how the projects implemented these program elements 
follows. 
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Table 17 __-.-_ .-.. 

Program Elements in LonqTerm Care Projects_ _ --_-.--__--__ 

Single 
Gatekceplng !Jeeds Coordinating financing cost 

mechanism assessment mechanism source controls -_-- -- ---- ------- -_--- --.--- --- _-------- 

X X X x 

X X X X 

X X X X 

X X 

X X x X 

Gatekeepinq Mechanism 

To target services to the elderly population in immi- 
nent danger of institutionalization, three projects have 
established a mechanism for intervening in the nursing home 
admissions process to ensure that those elderly who do not 
need or prefer institutional care are offered community-based 
long-term care options. 4,' These projects are the Virginia 
Nursing Home Preadmission Screening Program; the Monroe County 
Long Term Care Program, Inc.; and the New York Long Term Home 
Health Care Program. Furthermore, the difficulties experi- 
enced by the Wisconsin CC0 project in its efforts to gain 
access to the elderly most at risk of institutionalization 
support the need for a direct intervention mechanism in the 
nursing home admissions process. 

--Virginia Preadmission Screening Program 

A key feature of the Preadmission Screening Program is 
the health department screening committee's authority to ap- 
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prove or deny Medicaid payments for nursing home care for 
applicants in the community who are Medicaid eligible or who 
would be eligible within 90 days of admission. No Medicaid 
payment can be made for nursing home care for these appli- 
cants without the screening committee's authorization. 
Nursing homes participating in the Medicaid program are re- 
quired to refer all such applicants to the local department 
of health's screening committee. As of April 1979, consid- 
eration was still being given to plans for expanding the 
screening program to include nursing home applicants in acute 
care hospitals who are either Medicaid-eligible or who would 
be eligible within 90 days of admission. 

The screening committee, consisting of a physician, 
nurse and social worker, assesses the applicant's medical 
and social support needs to determine whether the individual 
requires nursing home care or whether he or she could be 
maintained in the community with the assistance of available 
services. If community care is judged more appropriate, the 
committee refers the nursing home applicant to the agency 
responsible for the required health, social service, or 
housing programs. . 

From May 15, 1977 through February 28, 1979, 3,592 
nursing home applicants were screened. Of those, 765 (21 
percent) were maintained in the community. 2/ 

--Monroe County ACCESS project 

A unique feature of the ACCESS program is that it in- 
cludes both public and private pay patients. The ACCESS 
unit provides its preadmission assessment, service plan 
development, and case management services free of charge to 
all Medicaid long-term care clients on a mandatory basis 
and to all private pay patients on a voluntary basis. How- 
ever, private pay clients must pay for their long-term care 
services. ACCESS services were extended to private pay pa- 
tients to achieve the greatest impact on nursing home 
utilization. Even though the ACCESS preadmission assess- 
ment is only voluntary for the non-Medicaid population, 
64 percent of all clients assessed during the first 20 
months of project operations were private pay. s/ 

To assume responsibility for all long-term care serv- 
ices provided to Medicaid recipients, the Monroe County 
Long Term Care Program, Inc. entered into agreements with 
the Monroe County Department of Social Services (MCDSS) 
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transferring several Medicaid functions to the ACCESS unit. 
The agreements granted ACCESS the authority to 

--certify the medical necessity and approve payment for 
skilled and intermediate level nursing home care for 
all Medicaid recipients; 

--certify the medical necessity for nursing home care 
for all private pay residents who apply for Medicaid 
coverage after nursing home admission; 

--certify all changes in levels of care, including dis- 
charges to the community, for all Medicaid recipients 
residing in nursing homes or proprietary adult homes; 
and 

--certify the medical necessity and approve payments 
for community-based long-term care services to Medic- 
aid clients. 

Clients are referred to the ACCESS program from com- 
munity sources --local agencies, health professionals, nurs- 
ing homes, and individuals --and from acute care hospitals. 
Only Medicaid clients are required to be referred to ACCESS. 
Through a public relations campaign and direct contact with 
local physicians, ACCESS is seeking to stimulate an increased 
awareness of its services so that private pay patients will 
also be referred to them before they apply to nursing homes. 
The eight local hospitals were phased into the program dur- 
ing the implementation period. 

ACCESS began serving clients in December 1977. During 
the first 20 months of operations, 5,338 individuals were 
referred to ACCESS, 2,746 from hospitals and 2,592 from com- 
munity sources. 1,' Of the 5,338 individuals referred: Ij/ 

--3,750 (70.2 percent) were assessed and either pro- 
vided a package of community services or placed in 
a long term care facility, 

--222 (4.1 percent) were in the assessment and care 
planning stage, 

--322 (6.0 percent) died, 

--241 (4.5 percent) withdrew or were transferred to 
another local agency because they no longer needed 
long-term care, and 
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--803 (15.0 percent) were admitted to a hospital or 
were residents of nursing homes.* 

Each of the 3,750 clients who received an assessment 
was classified as needing one of the following levels of 
care: 1) skilled nursing facility (SNF) level care, 2) 
health related facility (HRF)** level care, or 3) domicil- 
iary level care.*** The initial project results demonstrate 
that individuals at all levels of need can be maintained in 
the community. As table 18 shows, 63 percent of all ACCESS 
clients and 54 percent of all clients assessed as needing 
SNF level care were maintained in the community. $' 

Table 18 

Percentage of Clients Assessed at the Same Level 
of Care Remaining at Home or Entering a Lonq- 

Term Care Facility 

Assessed 
level 

of care 

Clients Clients admitted 
All remaining in to long-term 

clients community care facility 
Number Percent Number Percent 

SNF 2,242 1,216 (54) 1,026 (46) 

ICF 694 512 (74) 182 (26) 

Domiciliary 
care 814 617 (76) 197 (24) 

Total 3,750 2,345 1,405 

Percentage (100) (63) (37) 

*The majority of these clients are nursing home residents 
who are admitted to a hospital and then returned to the 
nursing home. They are counted in ACCESS statistics be- 
cause they receive an assessment before hospital discharge. 

**Health Related Facility (HRF) care is New York's equivalent 
of Intermediate Care Facility (ICF) services. 

***Domiciliary care is the generic term for Proprietary Homes 
for Adults and Homes for the Aged in New York State. 
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An examination of the ACCESS clients' sources of pay- 
ment reveals that Medicaid recipients are more likely to re- 
main in the community than private pay clients. Forty-three 
percent (1,623) of the 3,750 ACCESS clients are Medicaid 
recipients. lo/ As shown in table 19, 69 percent of the 
Medicaid clients remain in the community versus 58 percent 
of the private pay clients. ll/ For clients assessed as 
needing skilled nursing facility level care, there is an 
even greater discrepancy between the percentage of Medicaid 
and private pay clients who remain in the community. Sixty- 
six percent of skilled-level Medicaid clients remain in the 
community versus 44 percent of skilled-level private pay 
clients. 12/ - 

Table 19 

Number and Percentage of Medicaid and Private Pay 
Clients Who Remain in the Community or 

Enter a Facility 

MEDICAID CLIENTS: 

Assessed Remaining in Admitted to long- 
level the community term care facility 

of care Number Percent Number Percent Total 

SNF 673 (66) 346 (34) 1,019 

ICF 222 (73) 84 (27) 306 

Domiciliary 
care 219 (74) 79 (26) 298 

Total 1,114 509 1,623 

Percentage (69) (31) (100) 

PRIVATE PAY CLIENTS: 

SNF 543 (44) 680 (56) 1,223 

ICF 290 (75) 98 (25) 388 

Domiciliary 
care 398 ‘ (77) 118 (23) 516 

Total 1,231 896 2,127 

Percentage (58) (42) (100) 
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Whether or not a client remains in the community also 
varies by the source of referral. As table 20 shows, a much 
greater percentage of clients referred from community sources 
remain in the community than clients referred from hospi- 
tals. 13/ - 

Table 20 

Referrals of ACCESS Clients 

COMMUNITY REFERRALS: 

Assessed 
level 

of need Total 

Percent Percent 
remaining admitted 

in community to facilities 

SNF 964 86 14 

ICF 481 86 14 

HOSPITAL REFERRALS: 

Assessed 
level 

of need Total 

Percent 
remaining 

in community 

Percent 
admitted 

to facilities 

SNF 1,278 31 69 

ICF 213 45 55 

In both the community referral and the hospital refer- 
ral groups, a smaller proportion of Medicaid clients than 
private pay clients needing skilled-level care entered a 
skilled nursing facility. Of the skilled clients referred 
from hospitals, 55 percent of the Medicaid clients entered 
a skilled nursing facility versus 81 percent of the private 
pay clients. 14/ In the community referral group, only 9 per- 
cent of the skilled-level Medicaid clients entered a skilled 
nursing facility versus 19 percent of the skilled-level pri- 
vate pay clients. 15/ For ACCESS clients assessed as needing 
ICF level care there was little difference in the placement 
of Medicaid and private pay clients. 

In summary, during the first 20 months of ACCESS 
activities, a greater percentage of Medicaid clients than pri- 
vate pay clients remained in the community. The greatest dif- 
ference in long-term care placement between the Medicaid and 
private pay groups occurred at the skilled nursing facility 
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level of care. A larger proportion of skilled-level Medic- 
aid clients remain in the community than their private pay 
counterparts in both the hospital and the community refer- 
ral groups. 

Until the independent evaluation of the ACCESS project 
is completed, it is not possible to draw any conclusions 
about the effectiveness of the assessment and care planning 
mechanism in diverting Medicaid and private pay clients 
from entering nursing homes. However, the ACCESS staff 
point to two possible reasons why skilled-level Medicaid 
clients remain in the community more often than skilled-level 
private pay clients. 16/ One reason is that nursing home ad- 
ministrators often prefer to admit private pay rather than 
Medicaid applicants because they believe Medicaid's reim- 
bursement levels are inadequate. Consequently, Medicaid 
clients wait longer for a nursing home bed both in the 
community and in hospitals. 

A second reason is that Medicaid reimburses for a com- 
prehensive array of noninstitutional long-term care serv- 
ices for its Medicaid clients participating in the ACCESS 
demonstration project while private pay clients must pay 
out-of-pocket for most of these services. Therefore, pri- 
vate pay clients may view nursing home care as their only 
long-term care option. 

To gain greater leverage over the flow of non-Medicaid 
clients into nursing homes, the ACCESS staff has submitted 
a proposal to HEW requesting a grant under Section 222 of 
the Social Security Amendments of 1972 (P.L. 92-603) to 
expand the demonstration project to include the Medicare 
program. Under Section 222, HEW has the authority to grant 
waivers of certain Medicare regulations to permit research 
and demonstration projects to use Medicare funds to reimburse 
for an expanded range of services. The Section 222 waivers 
would permit ACCESS to offer a comprehensive package of 
home services as an alternative to institutionalization 
to Medicare-eligible clients in addition to the Medicaid 
population it now serves. 

--New York Long Term Home Health Care Program 

When a Long Term Home Health Care Program (LTHHCP) has 
been established, the county social services department is 
required to offer it as a long-term care option to all 
Medicaid-eligible clients who 
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--are considering entering a nursing home, 

--have been medically assessed as needing SNF or ICF 
nursing home care, and 

--would prefer to remain in the community. 

A multidisciplinary assessment team conducts a comprehensive 
evaluation of the client's long-term care needs and home 
environment. If home-based care is judged to be a viable 
alternative to institutionalization, the client is offered 
an individually tailored package of long-term care services 
which will be coordinated by the LTHHCP provider, monitored 
by the county social services department, and financed by 
Medicaid. 

--Wisconsin CC0 Experience 

In an attempt to ensure that the clients receiving serv- 
ices are truly at risk of institutionalization, the Wisconsin 
CC0 project has successively narrowed its definition of the 
target population at each of its three project sites. At 
the Lacrosse site, which was the first one established, the 
target population includes all elderly, adult blind and adult 
disabled persons judged to be at some risk of needing institu- 
tionalization. Only non-Medicaid eligible clients have to 
pay for their services. When an independent review panel 
examination of a sample of Lacrosse clients revealed that 
73 percent of the Medicaid and 77 percent of the private pay 
clients were not considered in imminent danger of institu- 
tionalization, the CC0 project instituted a functional assess- 
ment instrument (the Geriatric Functional Rating Scale) to 
predict the likelihood of institutionalization. 17/ - 

The Geriatric Functional Rating Scale (G.F.R.S.) is now 
used as a screening device to determine client eligibility in 
the CC0 projects established in all three sites. The 
Lacrosse CC0 accepts applications with G.F.R.S. scores below 
50. The Barron CC0 originally accepted applicants with 
G.F.R.S. scores below 40 which indicate a high probability 
of institutionalization within 18 months. 18/ Recently, that 
score has been lowered to 20. At the thirdCC0 site in 
Milwaukee, the target population was limited by establishing 
a requirement that 70 percent of the clients must have 
G.F.R.S. scores below 20 which indicate a high risk of in- 
stitutionalization. 19/ - 
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Despite these refinements in the definition of the 
client population, there is still a question as to whether 
the CC0 projects are gaining access to the population at 
imminent risk of institutionalization. In the May 1978 
progress report, the evaluators drew the tentative conclu- 
sion that 

It has become increasingly evident that if a 
home care program is to gain access to clients 
who are headed for nursing homes, there must be 
some way to intercede with the pathway to the 
nursing home. Prior assessment is one proposed 
way to accomplishing this task. It may constitute 
the most important spin-off of CCO. 20,' - 

Comprehensive Needs Assessment 

To correct the deficiencies in the Medicaid assessment 
and placement procedures for long-term care clients, each 
project has established a formal process for comprehensively 
assessing the individual's medical, social, and environmental 
needs before any arrangements are made for the client's long- 
term care. The comprehensive needs assessment serves two 
critical functions. First, it provides the information 
required to match the client's needs with the appropriate 
level and type of long-term care services whether institu- 
tional or community-based. Second, the assessment yields a 
wealth of data on the client population which will be essen- 
tial in finding the answers to a number of as yet unanswered 
questions, including: 

--Who really needs to be in a nursing home? 

--What types and quantities of services are needed to 
safely maintain the elderly with different levels of 
functional ability in the community? 

--What is the impact of long-term care services on the 
client's health, functional abilities, longevity, 
morale, and risk of institutionalization? 

--What are the costs associated with providing home 
services to the elderly at various levels of 
impairment? 

In each project, the assessment process draws upon the 
expertise of a multidisciplinary team, generally consisting 

138 



of a nurse, a social worker, and a physician. Every proj- 
ect uses some type of formal assessment tool which was ei- 
ther designed specifically for the project or developed by 
a researcher in the field of gerontology. The use of a 
formal assessment instrument is intended to achieve greater 
objectivity and specificity in identifying the client's 
long-term care needs. In some projects, a less highly 
trained or paraprofessional staff member administers the 
assessment instrument and the professional team reviews the 
results and formulates a long-term care plan. In other 
projects, one or more members of the professional team per- 
form the assessments. 

Central coordinatinq mechanisms 

Each project has taken a different approach to estab- 
lishing a central coordinating mechanism, depending on the 
resources of a particular community. The projects differ 
in the types of organizations which serve as the coordi- 
nating mechanism and in the functions performed by these 
mechanisms. 

The types of coordinating mechanisms include existing 
agencies, new governmental units, and new private, non- 
profit organizations. Three projects have utilized existing 
public agencies to serve in this capacity. The Virginia 
Nursing Home Preadmission Screening Program is utilizing 
local health departments to determine what community serv- 
ices could be mobilized to divert the Medicaid-eligible 
elderly from entering a nursing home. The New York Long 
Term Home Health Care Program and the Georgia Alternative 
Health Services (AHS) Project both rely on the local social 
services departments as well as on service providers to plan 
and coordinate services. 

The Wisconsin CC0 project established a private, non- 
profit corporation to serve as the coordinating mechansim 
at two of its sites. The CC0 established in Lacrosse has a 
corporate membership consisting of 85 community groups and 
health and social service agencies. The Milwaukee CC0 does 
not have a corporate membership. Instead, the Governor 
appointed 15 representatives of interested public and private 
agencies to serve as the Board of Directors of the nonprofit 
corporation. 

The Monroe County Long Term Care Program, Inc. is also 
a new organization, but it differs from the others because 
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its goal is to supersede all the public payers, local gov- 
ernment units, fiduciaries and current approaches and au- 
thority insofar as long-term care is concerned. 21/ The 
project has a Board of Directors composed of an equal number 
of public officials, health and social service providers, 
and consumers. 

Each coordinating agency either performs or oversees 
most or all of the following functions: 

--providing a single intake point for all long-term 
care services required by its clients; 

--assisting in the assessment of the client’s long- 
term care needs: 

--identifying the types of assistance provided to the 
client by relatives and friends; 

--planning the package of services, in conjunction with 
the client and family members, which would permit the 
client to safely remain in the community; 

--locating and arranging for the delivery of the 
services; 

--monitoring the continued quality and appropriateness 
of the services delivered: and 

--revising the service plan as the client’s needs 
change. 

All the projects except the Virginia Preadmission 
Screening Program are performing each of these functions. 
The Virginia preadmission screening panels provide central 
intake, assessment, service planning, and referral to the 
appropriate community service agency (usually the local 
health or welfare department) but do not formally coordinate 
and monitor the services delivered on an ongoing basis. 

The other projects are testing various methods of per- 
forming the coordinating mechanism functions. For example, 
in the ACCESS project, one of the case managers on the staff 
assumes responsibility for all phases of the client’s long- 
term care, from intake through the monitoring of the serv- 
ices delivered. In the Georgia AHS project, the assessment 
team determines the client’s needs, develops a care plan, and 
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monitors the services provided, while the major service pro- 
vider coordinates all the services delivered and submits 
status reports on each client every 60 days to the assessment 
team. 

By creating a single access point for all long-term 
care services, these projects have been successful in 
identifying and filling many of the gaps in the community 
services required to permit the impaired elderly to remain 
in their homes. In some cases, the projects developed new 
services which were not offered by any local service pro- 
viders. For example, the Georgia AHS project found that 
adult day rehabilitiation centers did not exist in most of 
the demonstration areas. The AHS project initiated and 
developed 10 adult day rehabilitation centers which offer 
health and social rehabilitation services on a daily basis 
to the chronically disabled elderly who do not require 24- 
hour care. 

In many communities, the projects' staff discovered 
that essential support services, while available, were 
inaccessible to a large number of the elderly because of 
an insufficient supply or a lack of home delivery. By 
establishing contracts with existing and new service pro- 
viders, the projects have been successful in expanding the 
quantity and the flexibility of community resources. For 
example, to participate in the New York Long Term Home 
Health Care Program, a service provider must offer nursing, 
home health aide, personal care, and homemaker services, as 
well as a 24-hour crisis contact telephone service. 

Sinqle funding mechanisms 

All of the projects except Virginia's Preadmission 
Screening Program have established a single financing mech- 
anism by obtaining special Medicaid waivers from HEW which 
permit the use of these funds to reimburse for a comprehensive 
array of services. Section 1115 of the Social Security Act 
gives HEW the authority to grant "waivers" of certain Medicaid 
restrictions on the types and amounts of services which can 
be provided under State Medicaid plans to test the impact 
of an expanded, coordinated range of home services on insti- 
tutionalization and costs. A.fter gaining experience in oper- 
ating under the Section 1115 waivers, each project concluded 
that this funding mechanism enabled the staff more effectively 
and efficiently to serve their clients' needs by removing the 
traditional reimbursement barriers and allowing them to expand 
their range of services. For example, the Medicaid waivers 
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permit the Monroe County ACCESS project to reimburse for the 
preadmission needs assessment for all clients regardless of 
income as well as for seven new community services for Medi- 
caid clients-- transportation for nonmedical purposes, friendly 
visitors, housing improvements, housing assistance services, 
respite care, home maintenance tasks, and moving assistance 
services. 

These services can be delivered in a much more efficient 
manner because far less staff time is spent on integrating 
services with different financing mechanisms. For example, 
prior to the initiation of the Georgia AHS project services, 

* * * a client at home in need of both health and 
social services required several agencies with 
access to multiple funding sources and persistence 
to coordinate the service delivery. Those involved 
in delivering services were required to overcome 
limitations of categorical funding, to resolve the 
conflicting eligibility requirements and to over- 
come the barriers of legislative and regulatory 
restrictions. AHS Home Delivered Services, in 
contrast, have substantially improved the organi- 
zation and coordination of health and social 
services. 22/ - 

The only project operating with no new funding sources 
is the Virginia Nursing Home Preadmission Screening Program. 
The results from this program also support the need for sup- 
plementing or replacing the existing categorical Federal 
funding streams with a single, flexible financing mechanism 
for all long-term care services required by the elderly at 
risk of institutionalization. The Virginia program depends 
on existing community services available under Titles XVIII, 
XIX, and XX of the Social Security Act and Titles III and 
VII of the Older Americans Act to provide alternatives to 
Medicaid-eligible nursing home applicants. No new Federal 
or State financing sources have been developed. 

The screening program's results reveal that the services 
required to maintain the nursing home applicant in the com- 
munity are frequently unavailable. Table 21 displays the 
number and percentage of clients who did not receive a com- 
munity service recommended by the screening panel because it 
was unavailable to them. 23/ - 
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Table 21 

Availability of Community Services 

Clients for whom service 
was recommended but unavailable 

Community service Number Percent 

Companion service 1,036 29 

Chore service 793 22 

Meals 768 21 

Homemaker 726 20 

Day care 604 17 

Home health 122 3 

According to the Virginia Department of Health, the 
required services may be "unavailable" to a client for one 
of three reasons. First, there is an insufficient supply of 
home-based services in many areas of the State. In Virginia, 
as in many States, the demand for social services far exceeds 
the amount which can be provided with the State's Title XX 
funds. A 1978 HEW-financed study of State initiatives in 
developing alternatives to institutionalization concluded 
that 

* * * the home health and home based care 
services offered by the (Virginia) Department 
of Health and the Department of Welfare, 
respectively, seem more of a pro forma answer 
to the requirements of the Title XX legisla- 
tion than an effort to provide alternative 
services to prevent institutionalization. 24/ - 

Second, many applicants do not meet the income eligi- 
bility requirements for the services provided under a par- 
ticular program. According to the Virginia Department of 
Health, this problem arises most frequently with the elderly 
whose income exceeds the allowable amount for Supplemental 
Security Income eligibility and who are therefore ineligible 
for critical types of assistance, such as chore and companion 
services under Title XX. 25,' A third reason that services are - 
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"unavailable" is that the essential services may not be 
offered for the number of hours required to meet 
the client's need. 

Cost controls 

In view of the spiraling costs of nursing home care, 
a major goal of each project is to test and demonstrate the 
feasibility of delivering long-term care services in a more 
cost-effective manner than institutional care. Therefore, 
four projects have established ceilings on the costs which 
can be paid for an individual's home-based service package. 

The Georgia AHS project established a Maximum Units of 
Service (MUS) guideline to assist the assessment teams in 
determining whether a client requires more intensive care 
than can reasonably be provided by AHS services. The MUS 
guideline quantifies the costs of providing each AHS service 
and recommends a maximum amount of service to be provided to 
a client. The guideline is used in conjunction with the 
client assessment instrument, the physicians' medical report, 
and the caseworker's evaluation to allow the assessment team 
to consider both the appropriateness and the costs of main- 
taining the client in the community with AHS services. The 
assessment team does not use the guideline to unilaterally 
screen out clients from the AHS project. For example, if 
a client's service needs exceed the MUS guideline but are 
expected to decline in the future, the assessment team may 
decide to include the client in the AHS project. 

The Wisconsin CC0 project has experimented with provid- 
ing services both with and without cost ceilings. At the 
first two CC0 sites (Lacrosse and Barron County), no cost 
caps were imposed. The April 1978 progress report states 
that preliminary analysis of the cost data collected at 
Lacrosse CC0 

* * * suggests that if the client population 
currently being served in community settings 
by CCO-Lacrosse were in a Wisconsin nursing 
home, the over-all public cost would probably 
be comparable * * *. However, it should be 
noted that while over-all public costs would 
be comparable, some clients cost substantially 
less, and others cost substantially more. 26,’ - 

As a result of the experiences of the first two CCOs, 
Milwaukee CC0 set a cost limit of $475 per month on the 
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amount of services that can be delivered to one client. 
Current data show the cost of the CC0 Milwaukee to be $7.84 
per client per day. One of the evaluation goals of the Wis- 
consin CC0 is to determine which client characteristics 
result in higher service costs. 

New York State has established the same type of cost 
caps in the Monroe County Long Term Care Program, Inc. and 
the Long Term Home Health Care Program. In both projects, 
the cost of community-based service options offered to 
Medicaid clients cannot exceed 75 percent of the Medicaid 
reimbursement rate for the equivalent level of nursing home 
care. For example, if the Medicaid reimbursement rate is 
$1,500 per month for a skilled nursing home, a Medicaid 
client assessed as needing skilled nursing care could re- 
ceive an alternative package of services costing up to 
$1,125 per month. If the client must incur a large, one- 
time expense, for example, an architectural adjustment, 
the cost can be prorated over 3 months. The Monroe County 
ACCESS program uses the following formula in determining 
the maximum allowable cost of the noninstitutional long- 
term care package: 

Monthly recurring care and service costs 
PLUS 

Average monthly cost of initial (nonrecurring) capital 
expense (average to be computed by totaling initial 
capital expenditures and dividing by 3 months). 

IS EQUAL TO OR LESS THAN 
Seventy-five percent of the allowable Medicaid rate for 
institutionalizing that client at the appropriate level 
of care (as determined from the preadmission assess- 
ment). This is true only for SNF and HRF levels of 
care. 

Preliminary cost analyses of project 
data are favorable 

To date, the data collected and analyzed by the proj- 
ects suggest that, in terms of public dollars, the cost of 
home-based long-term care is less than or comparable to the 
cost of the equivalent level of nursing home care. Since 
the Federal demonstration projects have only been in opera- 
tion a short while, this finding is based on preliminary 
cost analyses of the data collected on a small sample of 
clients. No cost data are available from the Virginia Nurs- 
ing Home Preadmission Screening Program or from the Long 
Term Home Health Care Program, which is in the earliest 
stages of implementation. 
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--Wisconsin CC0 Project 

Preliminary data from the Wisconsin Lacrosse CC0 indi- 
cate that the overall public costs of community-based and 
institutional long-term care services are roughly comparable. 
The independent evaluation staff includes all governmental 
programs in "public costs," including social security income, 
food stamps, and subsidized housing. 

For the entire CC0 Lacrosse client population, the 
average per diem cost for an individual is $2.22 higher than 
nursing home care. 27/ However, the evaluation staff has not 
yet determined whether the higher average per diem cost for 
CC0 clients is due to the cost of services or basic mainte- 
nance costs such as food and housing. When the cost data 
are analyzed by level of care, it is found that the average 
cost of CC0 services is 1) lower than the cost of nursing 
home care for clients assessed as needing skilled nursing 
care and 2) higher than the cost of nursing home care for 
clients assessed as needing lower levels of institutional 
care. According to the CC0 project staff, the preliminary 
cost findings suggest that the average higher cost of CC0 
clients could be attributed to basic maintenance rather than 
service costs. 28,' At lower levels of care, basic maintenance 
costs would constitute a higher proportion of total public 
costs. 

--Georgia AHS Project 

The Gedrgia Alternative Health Services Project has con- 
ducted preliminary cost analyses of services provided to 
394 clients during the first months of operation. 29/ The 
cost data were collected from claims filed by service provid- 
ers through July 31, 1978, and represent only the costs 
incurred by Medicaid for AHS services. No other Federal 
program costs, or private expenditures, were included. The 
preliminary analyses indicate that the average monthly cost 
of the AHS services is $162 compared to the estimated average 
monthly cost to Medicaid of $500 for nursing home care. 30,' - 

--Monroe County ACCESS Project 

The Monroe County ACCESS project has estimated the 
costs of the noninstitutional long-term care packages pro- 
vided to the Medicaid clients who have been maintained in 
the community during the first 20 months of operations. As 
shown in table 22, the Medicaid costs for direct, non- 
institutional services for the 673 clients needing skilled- 

146 



level care in the community was estimated to be $22.80 per 
day versus $45 per day for Medicaid‘s reimbursement rate for 
skilled nursing facility care. 31/ For clients receiving a 
health related level of community services, the Medicaid costs 
were 41 percent of the Medicaid reimbursement rate for health 
related facility care. 32,' - 

Table 22 

Daily Medicaid Costs for 
Home Care Services - 

Percentage of Medicaid 
Assessed Total institutional 

level Number of estimated reimbursement rate for 
of care cases cost equivalent level of care 

Skilled 
nursing 
level 673 $22.80 51% of $45 

Health 
related 
level 222 $11.15 41% of $27 

STATE AND LOCAL LONG-TERM CARE PROJECTS 
ENCOUNTER SERIOUS DIFFICULTIES 

Although several States and local communities have estab- 
lished demonstration projects and small-scale permanent pro- 
grams designed to reduce avoidable institutionalization, it 
is extremely difficult to develop these projects and to demon- 
strate their effectiveness within the existing system of 
financing and delivering long-term care. 

Obtaining adequate funding for 
noninstitutional lonq-term care services 
is a m.ajor obstacle 

State and local experiences indicate that the viability 
and effectiveness of projects designed to prevent avoidable 
nursing home admissions hinge upon the establishment of 
adequate funding for a comprehensive array of community long- 
term care services. However, the fragmentation and gaps in 
current Federal sources of funding for long-term care 
seriously impede efforts to initiate and maintain these 
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projects. Financing and authority for long-term care are 
splintered among the Health Care Financing Administration, 
which houses Medicare and Medicaid; the Office of Human 
Development Services, which encompasses the Title XX program 
and the Administration on Aging: the Social Security Admin- 
istration, which administers the Supplemental Security 
Income program; and the Public Health Service, which admin- 
isters the National Center for Health Services Research. 
National Health Insurance, if enacted, is unlikely to resolve 
this fragmentation since most proposals exclude long-term 
care services from their benefit packages because of their 
long-term nature and the fact that they are considered 
social or health-related rather than medical. 

Because each Federal office channels its own funds to 
the State and local levels, the patchwork long-term care sys- 
tem is preserved at each level of government. Staff who 
attempt to develop comprehensive long-term care projects, 
whether as demonstrations or permanent programs, must spend 
an enormous amount of time piecing together and coordinating 
several Federal funding sources with varying and often con- 
flicting program requirements. For example, the Georgia AHS 
project encountered a number of difficulties in coordinating 
the Medicaid, Title XX, Social Security, SSI, Food Stamp, and 
Older Americans Act programs. These difficulties arose as 
a result of divergent Federal laws and regulations regarding 
a) client eligibility b) Federal-State cost-sharing arrange- 
ments, c) allowable program costs, and d) reimbursement 
methods and reporting requirements for service providers. 33/ - 

Projects that rely solely on existing Federal financing 
sources are constrained by restrictive eligibility policies 
and benefit structures from serving the entire population at 
risk of institutionalization or from providing the comprehen- 
sive range of services needed to prevent avoidable nursing 
home admissions. Because most projects use Medicaid and 
Title XX funds to provide home services, they are limited 
to serving a predominantly welfare population. By excluding 
the nonwelfare, Medicare population, these projects miss 
the opportunity to prevent avoidable admissions of private 
pay and Medicare patients who can later convert to Medicaid. 

Services required to maintain a chronically impaired 
individual in the community are often inadequately funded 
or not covered by any third party payer. Medicaid and Medi- 
care restrict the amount and type of noninstitutional services 
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included in their benefits packages because they are primarily 
designed to serve acute rather than chronic health care needs. 
Funding for many support services, such as housing improve- 
ments, moving assistance, and transportation, may be inade- 
quate or nonexistent under the social services programs within 
a State. 

To help fill the major gaps in third party reimbursement 
for health, social, and housing services, many projects seek 
demonstration grants and waivers of Medicaid or Medicare 
regulations on the amount and type of services which can 
be reimbursed. Four of the five projects discussed in 
this chapter have obtained waivers of Medicaid regulations 
under Section 1115 of the Social Security Act. However, 
even if a project obtains a demonstration waiver which permits 
greater flexibility in reimbursing for community long-term 
care services, financing issues still absorb an enormous 
amount of staff time. 

Applying for demonstration grants can be a highly frus- 
trating experience, particularly for project staff unfamiliar 
with the Federal bureaucracy and relevant laws, policies, and 
regulations. Because demonstration grants and waivers are 
time-limited, the staff must continually reapply for assist- 
ance as the grants expire. For example, the Minneapolis Age 
and Opportunity Center, Inc., a nonprofit service agency 
which provides a wide array of health and social support 
services to the elderly and disabled, has had to devote sub- 
stantial staff resources to the exercise of applying for 
and obtaining 19 Federal grants from several different agen- 
cies over the period 1969 to 1978. 34/ - 

Even after the grant or waiver has been obtained, the 
project staff must spend a great deal of time coordinating 
with Federal, State, and local agency officials and service 
providers. For example, Triage, Inc., a comprehensive long- 
term care project operating with Medicare waivers granted 
under Section 222 of the Social Security Amendments of 1972, 
took over 2-l/2 years to implement. The Triage project 
involved: 

* * * nearly every aspect of DHEW health and 
social service policy, grant and contract 
management, and such complex issues as privacy, 
confidentiality, and the protection of research 
subjects. 35/ - 

At the Federal level, Triage staff worked with the Admin- 
istration on Aging, the Social and Rehabilitation Service, 
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Bureau of Health Insurance, the Social Security Administra- 
tion, the Health Resources Administration, and the Offices 
of the Assistant Secretary for Health and the Secretary of 
HEW. At the local level the staff coordinated with the 
State Department of Human Services, the State Department of 
Social Services, the State Department of Aging, the Secre- 
tary of State, and the Governor, as well as with 191 serv- 
ice providers. 36/ - 

In addition to the problems of locating and coordinating 
Federal funds, demonstration projects often experience a num- 
ber of other serious difficulties which undermine their abil- 
ity to achieve their goals within the relatively short time 
limits under which they operate. Because of these difficul- 
ties, it can take several years to establish a long-term 
care project. 

Most projects must devote an enormous amount of time 
to the development and expansion of the range of community- 
based long-term care services which are needed to prevent 
institutionalization. One of the most critical long-term 
care options-- residential housing-- can take years to develop. 
Without a stable, comprehensive funding source for community 
long-term care services, demonstration projects often have 
a difficult time developing and maintaining an adequate supply 
of service providers. For example, the Georgia Alternative 
Health Services project encountered resistance among provider 
agencies to expanding their services because of past experi- 
ences in which they had responded to funding initiatives 
by offering new services only to be forced to discontinue 
them due to the termination of the funds. 37/ Although the 
AHS staff was able to overcome the reluctance of the provider 
agencies, it appears that some providers are already concerned 
about the implications for their clients of the scheduled 
project termination date. 

Even when demonstration projects become fully opera- 
tional, they generally lack control over several other factors 
which have a significant impact on their results. For example, 
a project's ability to reduce avoidable nursing home utili- 
zation by Medicaid recipients is critically affected by at 
least two factors outside its control--Medicaid nursing home 
reimbursement rates and private pay nursing home admissions. 
Because many nursing home operators perceive Medicaid 
reimbursement rates as inadequate, they prefer to admit pri- 
vate pay patients. Many of these private pay nursing home 
residents deplete their resources and convert to Medicaid. 
Unless a project has the authority to screen and offer 
noninstitutional long-term care options to all nursing home 
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applicants, Medicaid will continue to subsidize nursing home 
care for residents who had the potential to remain in the 
community. 

Because it can take up to 3 years to establish a com- 
prehensive long-term care project, the staff often has very 
little time left in which to provide services and collect 
meaningful cost and utilization data before the demonstration 
grant expires. After a lengthy startup period, both the 
Georgia AHS and the Monroe County ACCESS projects have had 
approximately a year of actual operating time. Consequently, 
both projects have requested extensions of their Section 
1115 waivers from HEW to permit enough time to collect mean- 
ingful data on utilization and costs. 

Other extremely time-consuming tasks which are crucial 
to the success of a demonstration project are 

--recruiting and training the project staff: 

--conducting an outreach campaign to inform the public 
as well as the local physicians, social workers, 
hospital discharge planners and service providers 
about the project; 

--gaining the confidence of the physicians, service pro- 
viders and other professionals which is required before 
they will entrust their patients to a new and unknown 
project: and 

--designing and implementing a data collection system. 

Permanent fundinq is unavailable to most 
demonstration projects under current 
Federal and State programs 

After struggling to become operational, most demonstra- 
tion projects must either terminate or sharply reduce their 
services when their grant expires because there is no source 
of permanent funding available from either the Federal or 
most State governments. Critical changes in either Federal 
or State long-term care policies would be required to enable 
any public program to permanently finance the range of servi- 
ces required to prevent both public and private pay nursing 
home applicants with the potential to remain in the community 
from entering a nursing home where they often become totally 
dependent on Medicaid support. Although Medicaid is the major 

151 



program would have to be changed substantially in order for 
it to assume this role. 

Medicaid's goal is to provide medical assistance to 
certain low income groups. Consequently, it is not designed 
to finance the program elements considered essential to reduce 
avoidable nursing home admissions: 

--comprehensive assessments for all public and private 
pay nursing home applicants to screen out those who are 
candidates for community care, 

--a full range of noninstitutional long-term care 
services to permit the chronically disabled to remain 
in the community, and 

--planning, coordination, and monitoring of community- 
based services to ensure that clients receive appro- 
priate care. 

Without essential changes in Federal or State financing 
for long-term care, whether through Medicaid or some other 
program, projects will be seriously hampered in their efforts 
to reduce avoidable nursing home admissions. 

SUMMARY 

The results of long-term care research and demonstration 
projects suggest that to have an impact on the flow of the 
elderly into nursing homes, it is necessary to: 

--intervene in the nursing home admissions process 
to screen both public and private pay applicants 
on the basis of a comprehensive needs assessment. 

--package and finance the community services required 
to permit those who do not need or desire institutional 
care to remain in the community. 

Furthermore, to effectively serve the clients' needs and re- 
duce costly bureaucratic impediments, a single, comprehensive 
financing mechanism is needed. Some form of control over cost 
and utilization of community-based long-term care services 
should also be instituted until more information is available 
about the mix, amount, and costs of services which prevent 
institutionalization. 
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States and local communities have taken the initiative 
in the long-term care area, and several recent projects have 
incorporated the key elements required to divert the elderly 
from entering nursing homes. These projects, which are often 
on a small scale or demonstration basis, are hampered in 
their efforts to reduce avoidable nursing home placements 
by: difficulties in getting a permanent source of financing: 
the length of time it takes to develop an adequate supply of 
community-based long-term care services; and the inability 
to serve the entire population at risk of institutionaliza- 
tion (the private pay patients). Because of the nature of 
available funding (program grants or waivers) many of these 
projects will be short-lived. 

Implementing these projects on a more comprehensive 
and permanent basis would require significant changes in the 
eligibility policies and benefit packages of an existing 
program or the establishment of a new program. These changes, 
whether made within Medicaid or some other program, are 
essential if Medicaid is to have any success in reducing its 
support for avoidable nursing home use. 
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CHAPTER 6 

CONCLUSIONS AND RECOMMENDATIONS 

Medicaid has become the major payer of long-term care 
for the chronically impaired elderly in nursing homes. Many 
of these residents, however, are using this intensive and 
costly medical service as a substitute for the types of 
health, social, and income assistance which they would have 
required to live independently in the community. The fol- 
lowing conclusions summarize the factors which contribute 
to the avoidable utilization of nursing homes by Medicaid 
recipients. 

CONCLUSIONS 

1. As lonq as Medicaid's nursinq home coverage is the only 
readily available source of financial assistance for 
long-term care, many chronically impaired elderly will 
be placed in nursing homes even thouqh this is a more 
intensive care level than is needed. 

Although in-home and community-based long-term care 
services can often postpone or prevent institutionalization, 
there is little or no financial assistance available for these 
services from Medicaid, Medicare, or other public programs. 
Consequently, low and moderate income elderly often experi- 
ence difficulties in purchasing the medical and other long- 
term care services they need. In contrast, Medicaid's 
nursing home benefit covers not only those who are Medicaid- 
eligible in the community but also many individuals who, 
although ineligible outside a nursing home, become eligible 
after they have been admitted. Many elderly are placed in 
nursing homes not because they need this level of service, 
but because it is often the only place where they can get 
any long-term care and it is extensively subsidized by 
Medicaid. Families, who are often the major source of sup- 
port to chronically impaired elderly, also receive little 
if any publicly provided economic or social assistance. 
After exhausting their financial, physical and emotional 
resources in providing care, many seek nursing home place- 
ment for their relatives to obtain relief. 

157 



2. Financial barriers to obtaininq community-based lonq- 
?%‘&?%re are only one of the factors contributinq to 
avoidable nursing home utilization. 

In addition to inadequate financial resources, other 
factors discourage or prevent the arranging of community- 
based long-term care services. Many chronically impaired 
elderly require a package of health and social services which 
can be extraordinarily complex, if not impossible, to assemble 
because the services are fragmented, inaccessible, or unavail- 
able. These services are provided by a maze of public and 
pr ivate providers, each with its own eligibility criteria, 
assessment procedures, and application forms. 

Generally the elderly and their families have no one to 
turn to for assistance in planning and obtaining the services 
needed. Noninstitutional long-term care may never be con- 
sidered due to a lack of information about available options. 
Furthermore, there is a tendency among some professionals 
(physicians, social workers, hospital discharge planners) to 
recommend nursing home placement because they lack the time 
or expertise to plan, arrange, and coordinate the community 
services necessary to maintain the individual in the com- 
munity. 

In contrast to the overwhelming problems of arranging 
and financing community-based services, nursing home place- 
ment offers a packaged solution to the chronically impaired 
elderly’s long-term care problems. And, unlike many community 
and home-based services, nursing home care often can be fi- 
nanced totally or partially by Medicaid. 

3. Medicaid cannot adequately control avoidable nursinq 
home utilization because of inadequate assessment mech- 
anisms and lack of authority to screen all applicants- 
Tar admission. 

Federal efforts to reduce avoidable nursing home utili- 
zation by Medicaid patients have been unsuccessful because 
they: 

--often occur after the patient has been admitted when 
it is difficult to correct an avoidable placement, 

--overlook essential characteristics and conditions which 
affect the individual’s ability to remain in the com- 
munity. 
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One of the issues which makes long-term care complex is 
the fact that "need" for nursing home care often cannot be 
correctly diagnosed by a medical examination alone. Many 
chronically impaired elderly living in the community and in 
nursing homes can be closely matched in terms of their medical 
needs. The key to why some impaired elderly remain in the 
community while others are institutionalized is often a dif- 
ference in the personal, family and community resources 
available to them rather than a difference in medical needs 
or level of impairment. Therefore, medical reviews cannot 
identify those applicants who have the potential to remain 
in their own homes or in a residential setting with supportive 
services. A comprehensive assessment which includes social, 
environmental, health, financial, and medical components is 
considered essential if an individual's long-term care 
needs are to be adequately identified. These assessments 
should be conducted prior to admission to a nursing home 
because it is easier to develop a service plan before an 
individual has given up a home and made what was thought to 
be a "permanent" move to an institution. 

Even if Medicaid implemented an effective preadmission 
assessment mechanism for screening its recipients, support 
for avoidable utilization would not be eliminated because 
a substantial number of Medicaid nursing home residents are 
initially admitted as private pay patients not subject to 
Medicaid review. Private pay patients, whether they need 
this level of care or not, generally enter without receiving 
a formal or thorough needs assessment. After admission, 
when resources have been depleted, they may apply to Medicaid 
for coverage. At this point Medicaid's review procedures are 
less effective because many residents will no longer have 
the physical or financial resources to return to the com- 
munity. Consequently, Medicaid ends up supporting some 
private pay patients whose admission was initially avoidable. 
And, since the nursing home industry has an economic incentive 
to fill as many beds as possible with the more profitable 
private pay patients, these patients are more likely to be 
admitted to nursing homes than public patients. 

4. Reliable projections of the need for nursinq home beds 
cannot be made usinq current nursing home utilization 
data. 

In many areas, there is pressure to expand the nursing 
home bed supply because of long waiting lists and the backup 
of Medicaid (and Medicare) patients in costly acute care 
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hospital beds awaiting nursing home placement. However, 
until the factors which encourage avoidable utilization 
have been corrected and the data required to accurately 
estimate the optimal number of nursing home beds obtained, 
it will be unclear how many additional beds are actually 
needed. The little data currently available, such as 
occupancy rates and the length of admissions waiting lists, 
may be misleading because they conceal the number of elderly 
residents and applicants who have turned to institutional 
care due to a lack of viable community options. 

Because both public and private pay patients enter 
nursing homes without an adequate needs assessment, no one 
knows who really "needs" nursing home care and why. Further- 
more, little information is available on the number of 
chronically impaired elderly at risk of institutionalization 
or on the types, mix, and costs of services needed to enable 
them to remain in the community. Until better data have been 
developed on the chronically impaired population's need for 
both institutional and community services, there will be no 
way to determine whether there are currently too many or too 
few nursing home beds. 

5. State and local efforts to reduce Medicaid support for -_ 
avoidableinstitutionalization are impeded by the frs 
mentation and gaps in Federal lonq-term care fundinq --- 
and the current structure of the Medicaid program. - 

Findings from long-term care research and demonstration 
projects indicate that to have an effect on avoidable utiliza- 
tion it is essential to intervene in the nursing home admis- 
sions process to offer individuals a viable community-based 
long-term care option. Components necessary to accomplish 
this include: a nursing home gatekeeping mechanism, a com- 
prehensive needs assessment, a mechanism for coordinating 
and monitoring community services, a financing source, and 
controls over cost and utilization. 

Although States and local communities have taken the ini- 
tiative in testing these components, their efforts have been 
seriously hampered by problems in: coordinating the maze of 
public programs--Medicaid, Medicare, Title XX, Supplemental 
Security Income, Older Americans Act programs, and other 
Federal, State, and local programs --each with its own eligi- 
bility requirements and benefit structures; the length of 
time and the amount of resources it takes to develop an ade- 
quate supply of community-based long-term care services; and 
the inability to serve the entire population at risk of 
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institutionalization (the private pay patients). Projects 
developed to reduce avoidable admissions are often on a small 
scale or funded on a time-limited demonstration basis. Most 
experience difficulties in acquiring a permanent source of 
funding and have found their efforts hamstrung by the inflex- 
ible and categorical nature of Federal financing sources. 
Because of funding problems, many projects operate under 
perpetual uncertainty about their continued survival. While 
Medicaid provided the initial support for the demonstration 
phase of many of these projects, it was not designed to 
serve as the vehicle for permanent funding. 

Reducing avoidable nursing home admissions requires an 
adequate supply of community or in-home services and finan- 
cial support to ensure all low and moderate income elderly 
a viable community-based long-term care option. To achieve 
this would necessitate an expansion in the services covered 
and in the individuals eligible to participate, an expansion 
which goes beyond the current scope and purpose of the Medi- 
caid program. Unless these changes are instituted, either 
within Medicaid or some other program, the effectiveness of 
State and community programs in reducing avoidable nursing 
home admissions will be limited. 

RECOMMENDATIONS TO THE CONGRESS 

Specific changes are needed to assure that Medicaid funds 
are spent effectively to meet the long-term care needs of the 
chronically impaired elderly and to reduce program expendi- 
tures for avoidable institutional care. There are significant 
problems, however, in proposing solutions to the causes of 
avoidable nursing home placement. 

First, many individuals are admitted to nursing homes 
because of gaps or inadequacies in the health, social serv- 
ice, income support, housing or medical insurance systems. 
Attempting to remedy these deficiencies would require changes 
in numerous legislative and administrative rules cutting 
across a wide spectrum of programs--changes which would go 
beyond the scope of a particular facet of the long-term care 
system. Second, despite the potential human and financial 
advantages of developing and increasing community and in-home 
health and social service options for the elderly, there is 
little information or even agreement on how best to organize 
the comprehensive changes needed. There is however, a gen- 
eral consensus that the elements presented in chapter 5 
should be part of any revised system. 

161 



Finally, there is no reliable information on the number 
of individuals who need or would use community services for 
different levels of functioning ability in lieu of nursing 
home care. In large part this is due to the current unavail- 
ability of such services. This makes it difficult to esti- 
mate the costs and the systemwide effects of any recommended 
policy changes. At the same time, until there is a move 
toward a more comprehensive and integrated system for de- 
livering care for older persons, most of these current ques- 
tions will remain unanswered. 

In spite of these constraints, certain steps can be 
taken toward increasing the choices older people have when 
they need long-term care and for assuring that Medicaid ex- 
penditures for avoidable nursing home use are minimized. 
In view of the strong Congressional interest expressed in 
recent years for legislative recommendations with respect 
to all aspects of the delivery of home health and other in- 
home services, we are proposing, in general terms, an approach 
aimed at providing the elderly with a viable option to insti- 
tutional care. This approach includes the following 
components: 

1. Establish a Preadmission Screening Program to serve 
nursinq home applicants 

Reducing avoidable institutionalization requires an 
effective method of intervening in the admissions process. 
This could be achieved by establishing a Preadmission Screen- 
ing Program with the following features: 

A. Mandatory comprehensive needs assessments for all 
individuals applying to nursing homes whose care 
would be reimbursed by Medicaid or Medicare. 
Assessments should also be available on a voluntary 
basis to all other applicants to institutions par- 
ticipating in Medicare and Medicaid. To achieve 
the broadest coverage of these services for elderly 
persons, these assessments could be covered as an 
additional benefit under both Parts A and B of 
Medicare (without a coinsurance requirement) similar 
to the existing Medicare home health benefit. 

B. Based on these assessments, and in consultation with 
the elderly and their families, plans of care would 
be developed for all those individuals who have the 
desire and potential to remain in their homes or a 
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community setting. These plans would identify the 
services needed to support in-home or community- 
based care. 

C. The required services would be assembled, coordi- 
nated and monitored to assure that clients receive 
care which is both appropriate to their needs and 
of high quality. 

D. The actual in-home or community-based services 
provided under the Preadmission Screening Program 
could be financed out of general revenues based on 
a Federal-State cost sharing arrangement comparable 
to the Medicaid program. The Program could pay for 
those services (other than the comprehensive needs 
assessment which would be reimbursed as a benefit 
under Medicare) which (a) are not available under 
an existing program (either because they are not 
covered or they are inadequately funded) or (b) 
are available under a program for which an indivi- 
dual is not eligible. 

E. Control over costs and utilization of services 
provided to individuals to remain in a community 
setting could be achieved by limiting reimbursement 
to some percentage of the cost (e.g., 75 percent, 
100 percent, 110 percent) of the appropriate level 
of institutional care as determined by the comprehen- 
sive needs assessment. 

2. Assign responsibility for administering the Preadmission ~- 
Screening Program to one aqency 

To reduce avoidable nursing home admissions the Pre- 
admission Screening Program should provide both Medicaid and 
private pay applicants with the option of an affordable pack- 
age of noninstitutional health and social support services. 
Locating this program in an agency which serves the entire 
community (rather than the welfare population alone) and 
encompasses health-related and social services (as well as 
medical services) would achieve this objective. One approach 
would be to locate the Preadmission Screening Program in HEW 
with responsibility for its administration assigned to public 
health departments at the State and local level. If this 
option is selected it should feature the following principles: 

A. In administering the Preadmission Screening Program 
the public health departments should be given flexi- 
bility in determining the most appropriate organiza- 
tion in their particular community for carrying out 
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the Program. This organization could be, for 
example, a new agency, an area agency on aging, a 
local hospital, a nursing home, a home health agency, 
a community health center, or a combination of orga- 
nizations. The health departments should retain 
overall responsibility for ensuring that nursing 
home applicants receive assessments and that nonin- 
stitutional services are planned, assembled, moni- 
tored and evaluated for those individuals who have 
the potential to remain in the community. 

B. The public health departments should also be re- 
sponsible for assuring that data obtained from the 
comprehensive needs assessments are collected as 
part of an ongoing information system and coordi- 
nated with the planning efforts of the local Health 
Systems Agencies. 

Initially, many older people assessed as having the 
potential to remain in the community would still be 
placed in nursing homes because the necessary suppor- 
tive services would be unavailable. Assessments 
should be used to provide data for long-range plan- 
ning, for identifying those services which are most 
critically needed in a community, and for monitoring 
the level of avoidable placements and costs incurred 
because these services were not available. 

Date from assessments should also be used to assess 
the impact of different services and costs on 
clients by different levels of function, for evaluat- 
ing the effectiveness of alternative long-term care 
programs, and for developing a more reliable basis 
for projecting nursing home bed needs. 

The above approach has been developed to focus on those 
individuals who would be directly admitted to a nursing home 
if they did not receive supportive in-home and community-based 
services. Controls on costs for each individual served could 
also be maintained at the comparable level of expenditures 
for nursing home care. Total program costs, however, are 
unknown because of the lack of information on the number of 
individuals who would participate in the program and the 
duration of this participation. In view of these unknown 
costs, the Congress may want to consider implementing this 
approach as a communitywide long-term demonstration project 
in several areas to obtain more information on costs, people 
who could be served, service utilization and total system 
effects. 
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APPENDIX I APPENDIX I 

AGENCY COMMENTS AND CUR EVALUATION 

We provided Department of Health, Education and 
Welfare officials with a draft copy of this report for 
their comments. Their response is printed in Appendix II. 

HEW generally agreed with the study's findings and its 
conclusions and responded that "no issue is of greater in- 
terest and concern to HEW's Health Care Financing Adminis- 
tration (HCFA) at this time.” HEW believed it would be pre- 
mature to implement broadly our recommended strategy but 
concurred that it should be tested in community-wide long- 
term care demonstrations. HEW also believed that preadmis- 
sion screening appears to be a promising approach for con- 
taining costs and for providing more appropriate services. 

HEW raised several issues for consideration under 
different components of the recommendations. These issues 
are addressed below. 

1. Assessment - HEW, while supporting preadmission 
assessment, raised some cautionary notes. They believe that 
assessment itself is expensive and may not be cost-effective. 
They also note that assessment tools now available are far 
from comprehensive and need further development and testing. 
They suggest that the capabilities of health and social ser- 
vice professionals nationwide to carry out a comprehensive 
needs assessment must be determined and skills developed 
before this could be implemented. 

We believe first that assessment does not have to be 
expensive --that many tools have been developed which can be 
administered inexpensively and yet still provide the informa- 
tion needed to develop a plan of care. Projects described 
in chapter 5 have each developed instruments which they have 
found to be effective. Second, the merit of the assessment 
should not be determined only if services prescribed for an 
individual are outside of a nursing home and less expensive. 
Instead, the assessment is a service made available to in- 
dividuals to help them find the right types of care--in many 
cases this care would appropriately be provided only in a 
nursing home. If this is the case the assessment should not 
be considered a failure. 

If the intent is to mandate a uniform assessment 
instrument for use nationally, then we agree that further 
development and training of staff are necessary. However, 
for the past two decades health and social service 
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organizations across the country have been working with dif- 
ferent assessment tools and reporting success in improving 
the appropriateness of long-term care placements. Several 
assessment instruments, although still in need of refining, 
have been shown to be useful guides in planning long-term 
care. 

Because nursing home admissions represent for many 
elderly an irreversible placement, every effort should be 
taken to help individuals identify (through an assessment 
mechanism) whether this is the place to receive the care 
they need. We believe, therefore, that assessments could be 
instituted based on the years of experience which have al- 
ready been devoted to this effort. The tools, however, should 
be subject to revision as experience is gained and the effec- 
tiveness of the instruments can be ascertained. 

2. Service Fragmentation - We proposed in general 
terms an approach which would offer the nursing home appli- 
cant a viable option to institutional care. This approach, 
described as a Preadmission Screening Program, includes: 

--comprehensive needs assessments covered under Medi- 
care and available to all applicants (mandatory for 
Medicare and Medicaid applicants); 

--the development of plans of care based on these 
assessments: 

--the assembling of the services (if available) for 
individuals who have the potential and desire to 
remain in their own homes or another community 
setting; 

--payment (on a cost-sharing basis) for those services 
which are needed but not covered or available under 
a current program or are covered but the individual 
is not eligible for support. 

HEW, while stating that these components would be 
considered in a demonstration project, believes that prior 
to their implementation nationally they should be tested 
further. They also question whether our approach would re- 
sult in adding a new program to an area that is already 
overloaded with programs thereby causing further service 
fragmentation. 

166 



APPENDIX I APPENDIX I 

We disagree. The Preadmission Screening Program was 
proposed as a method of ensuring that nursing home appli- 
cants have the option of remaining in the community by 
coordinating existing resources and filling gaps in services 
and financing. Rather than adding to the confusion in long- 
term care delivery, the proposed approach should provide 
administering agencies greater flexibility in planning long- 
term care services. The availability of funding for nonin- 
stitutional services under the Program would give the 
administering community organization an opportunity to offer 
financial and service incentives to the elderly and their 
families to help them remain in the community. 

3. Control Over Cost and Utilization - We proposed that 
controls over costs and utilization should be built into the 
Preadmission Screening Program. One way to accomplish this 
would be to put a cap on reimbursement for community-based 
services vis-a-vis the reimbursement level for nursing home 
care. Another control would be to restrict the program to 
individuals who otherwise would be eligible for nursing home 
care. HEW concurred that incentives should be incorporated 
to control cost and utilization. They suggest problems with 
the option we proposed; for example, tying community care 
costs to rising nursing home costs could serve as a disincen- 
tive to States to fund community care. In response, a desig- 
nated cap could be artificially placed on a nursing home rate 
to control for the actual increase in nursing home costs if 
more impaired individuals are cared for (e.g., care would be 
funded at 90 percent of the 1979 reimbursement rate). 
Another option would be to increase the Federal match for 
community-based care to provide States with an incentive to 
support these types of services. Other methods designed to 
control for cost and utilization would have to be carefully 
considered before any specific mechanism was selected. We 
believe that these are policy issues which should be ad- 
dressed in designing the program if the proposed plan is 
adopted. 

4. Health Departments - The Preadmission Screening 
Program could be set up as a separate entity or it could be 
incorporated as part of an already established program. We 
suggested as one option that it be located in HEW with re- 
sponsibility for its administration assigned to the State 
and community public health departments. HEW agreed that 
this would be considered in a demonstration. At the same 
time they noted that by adding another program this could 
further fragment the administration of the long-term 
health/social service delivery and financing programs. HEW 
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also suggested problems with locating the program in health 
departments. 

We proposed health departments as one option for several 
reasons. The Preadmission Screening Program would serve all 
individuals (not just Medicaid eligibles) and could serve 
individuals younger than the age of 60 (not just persons 
eligible for services under the Administration on Aging pro- 
grams). The public health department offers an already es- 
tablished agency which has a long tradition of serving the 
total population in the community. Public education is also 
a major responsibility of these agencies--a function which 
would be critical to the effectiveness of the Preadmission 
Screening Program. The health departments' established 
linkages with other public agencies (welfare agencies, social 
service programs) would facilitate the types of inter-agency 
coordination reguired in administering the program. 

We also proposed that if public health departments were 
assigned the Preadmission Screening Program that they should 
have the option to contract with community organizations to 
implement any of the program's components. This would enable 
these agencies to take advantage of the experience already 
gained by community organizations in delivering long-term 
care. 

5. Demonstrations - In our recommendations to Congress 
we proposed a general approach (the Preadmission Screening 
Program) which, while not addressing comprehensive long-term 
care reform, would be a beginning method to serve some indi- 
viduals who otherwise would be in nursing homes. It would 
also provide a means to collect information and gain experi- 
ence in long-term care delivery on a broader basis than can 
be accomplished in demonstration projects. At the same time 
there are considerable uncertainties--even if controls are 
instituted --over costs, utilization, and duration of service 
use. Because of these unknowns we suggested that Congress may 
want to consider implementing this program as part of a dem- 
onstration project. 

HEW either concurred in our recommendations or proposed 
to consider them as it plans several long-term care demon- 
stration projects. HEW currently has established a task 
force with representatives from the Administration on Aging, 
the Health Care Financing Administration and the Office of 
the Assistant Secretary for Planning and Evaluation to 
develop guidelines for establishing and evaluating methods 
for delivering long-term care. Beginning in FY 1980 
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approximately $20 million will be committed to testing the 
effectiveness of assessment, case coordination, and monitor- 
ing agencies at the local level. 

However, HEW has been supporting demonstration-projects 
in long-term care for several ye,ars. Some of these were dis- 
cussed in chapter 5. One example is Triage, a model project 
in Connecticut, which was initiated in February 1974. It was 
instituted to test the concept of a single-entry system for 
the provision of health and social services for the elderly. 
Triage was also designed to test the effectiveness and mea- 
sure the costs of this system of delivering care to the 
elderly. 

Although demonstration projects are intended to focus 
on critical questions regarding the cost-effectiveness of 
long-term care services, it may be that these questions can- 
not be answered within the confines of time-limited, small- 
scale experiments. As discussed in chapter 5, demonstration 
projects experience a number of serious difficulties which 
may prevent them from achieving any conclusive results re- 
garding the effectiveness and costs of providing the chroni- 
cally impaired population comprehensive assessments and a 
package of community long-term care services. Consequently 
it is possible that the only way to learn about the mix, 
amount and costs of the services needed by the chronically 
impaired population is through systemwide changes. Our 
recommendations offer an approach to making modest changes 
in the long-term care system which are -designed to provide 
the information needed to develop a broad national long- 
term care policy. 
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DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE 
OFFICE OF THE SECRETARY 

WASHINGTON. D.C. MK)I 

Mr. Gregory J. Ahart 
Director, Human Resources 

Division 
United States General 

Accounting Office 
Washington, D.C. 20548 

Dear Mr. Ahart: 

The Secretary asked that I respond to your request for our 
comments on your draft report entitled, "Nursing Home Utili- 
zation: Costly Implications for Medicaid and the Elderly." 
The enclosed comments represent the tentative position of 
the Department and are subject to reevaluation when the 
final version of this report is received. 

We appreciate the opportunity to comment on this draft 
report before its publication. 

?a!& . L e III 
Acting Inspector General 

Enclosure 
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COMMENTS OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
ON THE GENERAL ACCOUNTIN(?OFFICE DRAFT REPORT ENTITLED, 

"NURSING HOME UTILIZATION: COSTLY IMPLICATIONS 
FOR MEDICAID AND THE ELDERLY" 

Overview 

Preadmission screening of nursing home applicants appears to be a promising 
approach for containing costs and for providing more appropriate services; 
however, there are a number of possible dangers in this approach. Assessment 
itself is expensive and may not be cost effective. Alternative services 
themselves may prove to be more costly for most patients than institutional 
services. Moreover, alternative services may not be affordable by the 
Medicaid population or available to them. 

As a result HEW believes that it would be premature to implement broadly 
the recomnended strategy in the report, but concurs in the suggestion that 
it should be tested on a demonstration basis. House and Senate conferees 
have agreed that $20 million will be available in the FY 1980 budget to 
demonstrate and study the effectiveness of assessment, case coordination 
and monitoring agencies at the local community level similar to those 
supported by GAO. Instead of giving public health departments lead respon- 
sibility for assessments, the HEW program will experiment with a variety.of 
local agencies performing the case coordination functibn, e.g. local health 
departments, area agencies on aging, welfare departments, newly created 
independent community agencies, social security district offices, etc. 
Other factors such as the methods of financing or whether or not the 
coordinating agency could effective?y control service dollars would be 
systematically tested. 

HEW supports the GAO recommendation to engage in community-wide long term 
care demonstration projects and is proceeding to implement this recommendation. 

As the report establishes, dependence on nursing home care is a social and 
economic problem that far transcends health concerns alone. Therefore, 
within HEW we are pooling resources across major functional lines, and 
where appropriate will reach outside HEW to address this problem. No issue 
is of greater interest and concern to HEW's Health Care Financing Administration 
(HCFA) at this time. We will e developing specific short-term (l-2 years) 
and long-term (3-5 years) strategies for responding to this problem. As an 
immediate step, we will be reviewing existing program mechanisms and 
provisions for encouraging appropriate service utilization. For example, we 
believe effective hospital discharge planning would contribute significantly 
to lessening the dependence on nursing home care. 

The report focuses primarily on the elderly. It should recognize that 
younger disabled beneficiaries currently covered by Medicare or Medicaid 
are also a major concern. When they go into nursing homes they are there 
much longer than an elderly person. 

(See GAO note 1.) 
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The portion of the report dealing with the problems resulting from current 
Medicaid eligibility is substantially correct; HCFA is attempting to 
minimize these problems within the limits of the current law. 

PSAO Review in ICFs 

GAO identifies several factors which lead to the institutionalization of 
the elderly who have the potential and the desire to remain in the community, 
including: 

--Medicaid eligibility and benefits policies which create financial 
incentives to use the institution&l r-.ther than community services; 

--6arriers encountered by the elderly and their families who attempt 
to obtain noninstitutional long term services; 

--Problems in Medicaid’s assessment procedures for determining the 
elderly’s need for nursing home care. 

The report clearly presents the existing funding mechanisms and array of 
services; however, it does not reflect the extent of PSf?O/ICF review 
activity. As of August 1979, 51 PSRO’s have been funded to conduct LTC 
review, and most of these are or will be doing ICF review and preadmission 
certification (scope of components varies considerably between PSROs). 
(See GAO note 2.) 
The report also does not indicate awareness of the current role of Medicaid 
in adult day health services. Six States (Massachusetts, California, New 
Jersey, New York, Georgia, and Washington) currently provide reimbursement 
through Medicaid for adult day health services in 90 programs; Massachusetts 
leads the way with 40 programs. In each State, standards for this service 
have been developed, with monitoring carried out by the State Medicaid 
agency. A recently released report presenting recommendations from a 
National Conference on Adult Day Care should also be referencmd in the GAO 

report* (See GAO note 3, ) 

Report Methodology and Selection of Evidence 

No mention was made of the growing literature on the cost effectiveness of 
adult day care, home health, and homemaker services for persons otherwise 
requiring nursing home care. A recent study of the National Center for 
Health Services Research, for example, casts doubt on the ability of adult 
day care and home health services to provide a cost effective substitute 
for a large segment of the nursing home chronically ill. Only the mildly 
functionally impaired seem to be assisted in a cost effective manner by 
noninstitutional services. While this study is not definitive, the issues 
they raise concerning service substitution should have been considered by 
GAO. 

(See GAO note 4.) 
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Recommendation to the Congress 

1. Establish a Preadmission Screening Program to Service Nursing Home 
Applicants 

Department Comment 

We believe that it is premature to legislate and implement this type of 
program until its effectiveness can be determined. Within HEW the Health 
Care Financing Administration (HCFA) currently has several demonstrations 
in progress which are designed to determine the costs and benefits of 
several approaches to needs assessment and care planning for long term 
care. Together with the Administration on Aging, HEW will implement a 
major initiative in FY 1980 aimed at evaluating the usefulness of this 
planning and service delivery approach. We would recommend the postponement 
of a judgment on a national “Preadmission Screening Program” until our 
demonstration results are available. 

Recommendation to the Conqress 

1 .A. Comprehensive needs assessments would be required for all individuals 
applying to nursing homes whose care would be reimbursed by Medicaid 
or Medicare. Assessments should also be available on a voluntary 
basis to all other applicants to institutions participating in 
Medicare and Medicaid. To achieve the broadest coverage of these 
services for elderly persons, these assessments could be covered as 
an additional benefit under both Parts A and B of Medicare (without 
a coinsurance requirement) similar to the existing Medicare home 
health benefit. 

Department Comment 

These items will be considered in the demonstration: 

Although such a program may be attractive in principle, there is an implied 
assumption that valid assessment techniques are generally available or 
could be quickly generated, and would be cost effective. Before such a 
program could be implemented issues of developing adequately trained 
personnel to perform assessments and the improvement of methods and instruc- 
tions need to be analyzed and adequately addressed. Most important, the 
basic usefulness of the method needs to be fully evaluated. 

Outside the few demonstration projects by HCFA, the Administration on Aging 
(AoA), and the Public Health Service (PHS), there are few places with 
assessment teams prepared to carry out “comprehensive assessments of health 
and social needs.” The quality and comprehensiveness of the assessments 
done by some of the demonstration projects as they began working in teams 
left something to be desired. This and discussions with leaders in the 
field have indicated that the vast majority of health and social service 
professionals have not been prepared to do this type of assessment, or to 
work closely as an interdisciplinary team. 
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In addition, assessment tools available now are far from comprehensive and 
need further development in the areas of social needs and resources. This 
will require a minimum of 2 years development and field testing before 
they are ready for general use. 

The demonstration and research planned by HCFA should increase knowledge in 
this area in the next 2 years. Even if the demonstrations prove successful, 
the capabilities of heslth and social service professionals nationwide to 
carry out a “comprehensive needs assessment VI must be determined and skills 
developed before such a program can be implemented. 

Recommendation to the Congress 

1.6. Based on these assessments, and in consultation with the elderly and 
their families, plans of care would be developed for all those 
individuals who have the desire and potential to remain in the home 
or community setting. These plans would identify the services needed 
to support in-home or community based care. 

Department Comment 

As indicated above, the utility of this approach should be fully assessed 
on a demonstration basis. 

Before it can be carried out in a community, the area must develop at least 
a basic group of services with enough capacity to handle the increased 
caseload. Our demonstrations have indicated that considerable effort must 
be given to develop this service capacity. 

Recommendation to the Congress 

1 .c. These essential services would be assembled, coordinated and monitored 
to assure continued need ss part of the plans of care. 

Department Comment 

We concur (on a demonstration basis). 

If there sre teams to do needs assessment and care planning, if a broad 
array of services are available in the community, and if these services 
would be purchased by or for beneficiaries. 
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Recommendation to the Congress 

l.D. The actual in-home or ccmuni ty based services provided under the 
Preadmission Screening Program could be financed out of general 
revenues based on a Federal-State cost sharing arrangement comparable 
to the Medicaid program. The Program could pay for those services 
‘(other than the comprehensive needs assessment which would be reimbursed 
as a benefit under Medicare) which are not covered under existing 
programs (e.g. Medicare, Medlcaid, Title XX, Older Americans Act, private 
insurance etc.). Cost sharing could be based on the recipient's 
ability to pay. 

Department Comment 

Since we are not yet sure whether the increased availability of community 
care will effectively substitute for or supplement expensive institutional 
care, how much inappropriate institutionalization Medicaid pays for, or the 
effect of expanding entitlement programs on the substitution of formal care 
for family-provided informal care, recommendation of a specific grant 
mechanism adopted on a nationwide basis should await the results of further 
demonstration efforts. Medicaid 1115 Waivers would be appropriate in the 
demonstration phase to cover capacity development for new service packages. 

Recommendation to the Congress 

l.E. 

Department Comment 

We would support building into the program incentives to control cost and 
utilization of services. Whether this particular method could be an 
effective one is questionable. Concentrating institutional care on the 
most needy and seriously disabled could increase the per diem cost of 
institutional care. Thus in the short run nursing home costs might increase 
as beds remain filled with sicker patients. Tieing community-based costs 
to rising nursing home costs might reduce the incentive for States to pick 
up community-based services in addition to escalating nursing home expenditures. 
Using this cost control mechanism with an open-ended funding mechanism 
might, therefore, be self-defeating in the long run. 
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Reconsnendation to the Congress 

2. Assign responsibility for administering the preadmission screening 
program to the State and community public health departments. 

To reduce avoidable nursing home admissions, the Preadmission Screening 
Program should provide both Medicaid and private pay applicants 
with the option of an affordable package of noninstitutional health 
and social support services. Establishing this program in an agency 
which is intended to serve the entire cormunity (rather than the 
welfare population alone) and encompass health-related services (as 
well as medical services) would achieve this objective. One option 
would be to locate it in HEW with responsibility for its administration 
assigned to public health departments at the State and local level. 

Department Conment 

These items will be considered in the demonstration: 

This recommendation might further fragment the administration of the 
long term health/social delivery and financing programs. Medicaid and 
title XX programs are primarily administered by State departments of social 
services (although responsibility for each program is usually delegated to 
different divisions within the Department), the Medicare program is administered 
at the Federal level, and programs mandated under the Older Americans Act 
are administered by the area and State agencies on aging. Adding another 
agency might create further administrative complexity and confusion of the 
public. In this context the proposed solution may contribute to the very 
problem it seeks to resolve. As the GAO initial recomnendation for assessment 
programs suggests, what may be needed is consolidation of services at the 
point of delivery, not more governmental agencies and override. 

Pecormnendation to the Congress 

2.A. 
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Department Comment 

These items will be considered in the demonstration: 

We have the following reservations against designating prime responsibility 
to health departments: 

1. 

2. 

3. 

4. 

This is much more than a health problem. The medical model for 
the assessment process has been correctly deemed inappropriate in 
the subject GAO report for purposes of successful patient 
placement. Traditionally, health departments have followed the 
medical model approach. 

Health departments are primarily staffed by health care professionals, 
and the-report did not indicate this was the most appropriate 
group to use for comprehensive patient assessment. 

Generally speaking, health departments have relatively little 
involvement in coordination of community-based social or support 
services. 

Health departments have had little involvement in cost containment 
initiatives. 

GAO’s reliance on evidence from small demonstration projects ignores the 
macro issues of the uneven development of single State agencies in different 
environments. Where the substitution of in-home and community-based 
services for institutional nursing home services may be high (service-rich 
urban-suburban areas), growth of such agencies may be significant. However, 
in rural areas where potential economies of substituting modalities may be 
low, comprehensive administrative structures will be slow to develop. 

Recommendation to the Congress 

2.0. The public health departments should also be responsible for assuring 
that data obtained from the comprehensive needs assessments are 
collected as part of an ongoing information system and coordinated 
with the planning efforts of the local Health Systems Agency, 

Assessments should be used to provide data for long range planning, 
specifically for identifying those services which are most critically 
needed in a community, as well as monitoring the level of avoidable 
placement and costs incurred because these services were not available. 

Data from assessments should a&o be used to assess the impact of 
different services and costs on clients by different levels of function, 
for evaluating the effectiveness of alternative long term care 
programs, and for developing a more reliable basis for projecting 

nursrng home bed needs. 
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Department Comment 

We concur in part. 

While, as previously stated, we do not agree with the role proposed for 
public health departments, we certainly agree that information generated by 
any assessment program should be provided to the Health Systems Agency. 

Recommendation to the Congress 

Congress may want to consider implementing this approach as a community- 
wide long term demonstration project in several cities to obtain more 
concrete information on costs, people who could be served, services 
utilization, and total system effects. 

Department Comments 

We concur. 

The report acknowledges the lack of available data on potential need for 
and cost of alternative care sources and pcints to comprehensive assessment 
as a tool to obtain the necessary information. This underscores the need 
for using the demonstration approach to test the validity of assessments as 
a permanent operational alternative. Subsequent evaluation of the cost 
effectiveness of these demonstrations would serve as a guide in the development 
of specific legislative initiatives. 

We would also suggest removing the emphasis on cities since the availability 
and appropriateness of alternate services in rural areas should also be 
tested. 

(See GAO note 5.) 
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GAO NOTES 

1. The report focuses on the elderly because the subject of 
the report-- nursing home admissions and utilization-- 
predominantly affects the elderly. Eighty-six percent of all 
nursing home residents on a given day are 65 or older. This 
extensive use and accompanying risk of institutionalization 
for the elderly are discussed in chapter 1, pp. 5-7. The 
use of nursing home services by younger disabled benefici- 
aries is also of concern. For many of these individuals our 
findings and recommendations (e.g., preadmission assessment 
and screening) would also be appropriate. However, many 
younger individuals-- who 
ill or 

are physically disabled, mentally 
retarded --also have very special requirements which 

are different from individuals 65 or older. 
for example, 

They often need 
vocational rehabilitation, employment and edu- 

cational services. The reasons for admitting younger 
individuals to nursing homes and the problems in supporting 
them in community living may also be different. These 
issues were beyond the scope of the report and could more 
appropriately be addressed in a separate analysis. 

2. The expansion in PSRO/ICF review activity has been noted. 
See pp. 99-100. 

3. Information on Medicaid adult day health services has 
been incorporated. See pp. 19, 20 and 56. 

4. We specifically addressed the question of whether long- 
term care "alternatives" --adult day care, home health, home- 
maker and other services-- are used as substitutes for nursing 
home care or as add-on services in chapter 5 (see pp. 121- 
123). We extensively reviewed the literature on long-term 
care research and demonstration projects to determine whether 
these projects served individuals at risk of institutionali- 
zation, what types of services were provided, how much these 
services cost, and how these costs compared to nursing home 
care. This review included the National Center for Health 
Services Research study of adult day care and home health 
services (funded under Section 222 of P. L. 92-603). To 
summarize our chapter 5 discussion, we found that the re- 
search has produced equivocal results to date because of 
several serious weaknesses including: poor research design, 
the failure to target services on those individuals at high 
risk of institutionalization, and the failure to provide a 
comprehensive range of services. 
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Long-term care experience and research to date do not 
provide an adequate basis for determining the cost-effec- 
tiveness and substitutability of various services. Some re- 
search, such as the evaluation of the 222 projects, suggests 
that only the mildly functionally impaired are assisted in a 
cost-effective manner in community-based care arrangements. 
On the other hand, other research indicates that noninstitu- 
tional long-term care services can be delivered cost-effec- 
tively. For example, an SRI International study funded by 
HEW compared eight alternative long-term care projects to 
traditional nursing homes and concluded that the most cost- 
effective settings are the ones that are noninstitutionally 
based. (Feasibility and Cost-Effectiveness of Alternative 
Lonq-Term Care Settinqs, SRI Project URU-3567, May 1978, 
Menlo Park, California.) 

The cost-effectiveness of various long-term care ser- 
vices is extremely difficult to assess because: 

--Evaluators may end up comparing costly and high 
quality community services provided by the demonstra- 
tion project to low quality care in a nursing home. 
In some cases, the community care costs include ex- 
pensive health care services while there is no assur- 
ance that nursing home residents receive this care. 
Furthermore, the cost of nursing home care is kept 
artificially low in some areas by State Medicaid 
reimbursement rates. 

--The mix and amount of long-term care services needed 
by individuals with different levels of impairment 
and varying family supports are currently unknown. 
Consequently, there may be a tendency to over-serve 
individuals in long-term care demonstration projects. 

--The cost issue varies for public and private pay 
patients. For example, is it less costly to supple- 
ment the personal resources of private pay patients 
in the community or provide extensive Medicaid sup- 
port in the nursing home after they have depleted 
their resources? The question of how to measure 
and compare public and private costs has not been 
resolved. 

--Some benefits of long-term care services, such as a 
reduction in deaths or improvements in quality of 
life, are difficult or impossible to measure in com- 
paring alternative care settings. 
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--Intermittent community care may be more costly over 
short periods than nursing home care but less costly 
in the long run. 

Because of the uncertainty surrounding the issue of 
whether community-based long-term care services can provide 
a cost-effective alternative to nursing home care, we care- 
fully tailored our recommendations to control costs while 
experience is gained in providing the chronically impaired 
elderly a number of long-term care options. Specifically, 
we recommended that: 

--services be targeted to the population most at risk 
of institutionalization by intervening in the nursing 
home admissions process to offer community options 
when appropriate, 

--services be provided to an individual based on a 
comprehensive assessment of needs rather than on 
income criteria and reimbursement policies alone, 

--some type of cap be placed on the costs of the alter- 
native services which can be provided to a potential 
nursing home candidate, and 

--data be collected to assess the impact of various 
services on clients with different functioning levels 
and the costs of these services. 

5. "Cities" was inadvertently substituted for areas (which 
would include both rural and urban communities); see p. 164. 
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